
N C 0 R P 0 R A T E D 

January 18, 2019 

Kim Muratore, Case Developer (SFD-7-5) 

U.S. EPA, Region 9 

7 5 Hawthorne Street 

San Francisco, CA 94105 

Re: CERCLA Section 104( e) Information Request Letter 

Orange County North Basin Study Area, Orange County, California 

Dear Ms. Muratore: 

Katherine A. Eade 
Deputy General Counsel 

katherine.eade@la-z-boy.com 

This letter is in response to the above information request sent to Kurt L. Darrow, CEO and President of 

La-Z-Boy Incorporated. 

Preface 

La-Z-Boy Incorporated ("La-Z-Boy") has no information regarding, or connection with, a California 

corporation known as Daystrom Furniture Corporation, Daystrom Balboa Corporation or Daystrom 

Pacific Corporation. La-Z-Boy does have knowledge of Daystrom Furniture, Inc., a Texas corporation, 

which in 1981 sold its assets to LADD Furniture, Inc. ("LADD"). Such assets, however, included no 

real property in the state of California. 

Upon acquisition of LADD in 1999, La-Z-Boy was provided with the company's archived records, 

which reflected that it had entered into two Asset Sale Agreements in a combined closing held on 

September 18, 1981 - one with Daystrom Furniture, Inc., a Texas corporation (hereafter "Daystrom 

Texas") and the other with Sperry and Hutchinson Furniture, Inc., a Virginia corporation. (See Exhibit 

Preface-I: Asset Sale Agreement with Daystrom, and Exhibit Preface-2: Asset Sale Agreement with 
Sperry and Hutchinson Furniture.) Neither agreement mentions property located in Fullerton, California. 

More specifically, within the closing volumes are deeds conveying various parcels located in North 

Carolina, Virginia and Tennessee, as well as timber deeds for locations in North Carolina and Virginia. 

(See Exhibit Preface-3: Closing Agenda and Listing of Documents, p. 8.) Further, only one of the 

parcels conveyed (Halifax County, Virginia) was owned by Daystrom Texas. Again, there are no deeds 

in the closing volumes conveying any property in the state of California. 

Following are La-Z-Boy's responses to the enumerated questions: 

One La-Z-Boy Drive, Monroe, Ml 48162-5138 t (734) 384-5728 f (734) 240-2422 la-z-boy.com 
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Kim Muratore 
U.S. EPA, Region 9 
January 18, 2019 

1. Katherine Eade, Deputy General Counsel
La-Z-Boy Incorporated
One La-Z-Boy Drive
Monroe MI 48162
(734) 242-1444
katherine.eade@la-z-boy.com

2. La-Z-Boy is unable to provide any information in response to question 2, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.

3. La-Z-Boy is unable to provide any information in response to question 3, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.

4. La-Z-Boy is unable to provide any information in response to question 4, as it has no record of
ownership by Daystrom Texas or LADD of a facility in Fullerton, California.

5. Corporate relationships:

A. Daystrom Texas sold its assets to LADD. 
• All of the stock of Daystrom Texas was owned by: S&H of Delaware, a

Delaware corporation.
• All of the stock of S&H of Delaware was owned by: Sperry & Hutchinson

Furniture Holdings, Inc., a Delaware corporation.
• All of the stock of Sperry & Hutchinson Furniture Holdings, Inc. was owned by:

Sperry & Hutchinson Company, a New Jersey corporation.

B. La-Z-Boy has found nothing in the LADD records regarding an entity named "Daystrom, 
Incorporated," a New Jersey corporation. 

C. La-Z-Boy has found nothing in the LADD records regarding an entity named "Daystrom, 
Incorporated," a Texas corporation. However, "Daystrom Furniture, Inc." a Texas 
corporation, as mentioned above, was the seller of certain assets to LADD Furniture, Inc. 

D. La-Z-Boy has found nothing in the LADD records regarding an entity named 
"Schlumberger Limited." 

E. La-Z-Boy acquired all of the stock of LADD on September 28, 1999, through a merger 
between LADD and La-Z-Boy's subsidiary, LZB Acquisition Corp. (See Exhibit 5.E-1.) 
Thereafter, the subsidiary underwent two name changes, first, to La-Z-Boy Greensboro, 
Inc., and thereafter, to La-Z-Boy Casegoods, Inc. 



Kim Muratore 
U.S. EPA, Region 9 
January 18, 2019 

6. La-Z-Boy is unable to provide any information in response to question 6, as it has no record of
transactions involving the business or assets of Daystrom Furniture, a California corporation.

7. La-Z-Boy is unable to provide any information in response to question 7, as it has no record of 
transactions involving the business or assets or transfer of liabilities of Daystrom Furniture, a 
California corporation. 

8. La-Z-Boy is unable to provide any information in response to question 8, as it has no record of
transactions involving the business or assets or transfer of liabilities of Daystrom, Incorporated, a
New Jersey corporation.

9. La-Z-Boy did not acquire any assets or assume any liabilities of Daystrom Furniture, a California
corporation, as part of its acquisition of LADD Furniture, Inc. in 1999. Further, La-Z-Boy can
find nothing in the LADD archived records regarding any transaction between LADD and
Daystrom Furniture, a California corporation.

La-Z-Boy is unable to provide any information in response to question 10, as it has no record of 

ownership by Daystrom Texas or LADD of a facility in Fullerton, California. 

Sincerely, 

Katherine Eade 

KE/lsw 

Encs. 

10.



EXHIBIT "Preface-1" 

ASSET SALE AGREEMENT 

between 

Daystrom Furniture, Inc., a Texas Corporation {"Seller") 

and 

LADD FURNITURE, INC., a North Carolina Corporation {"Purchaser") 



ASSET SALE AGREEMENT 

THIS AGREEMENT is made as of the 
18th day of September, 1981 

bY a nd between Daystrom 
Furniture, Inc a Texas . , corporation 

( ,, s e L Le r" ) , and LADD Fu r n i tu re ~ I n c • , a North Ca r o l i n a corp.or at i on 

( ,, p u r ch a s e r 11 
) • 

WHEREAS, Seller desires to sell and Purchaser desires to 

pur chase substantially all of the assets of Seller on the ter111 

and subject to the conditions set forth in this Agreeiunt; 

NOW, THEREFORE, the parties agree as follows: 

1. Sale of Assets. 

( a ) Assets to be Acquired. On the C LOI 1 n1 Datt 

indi ca ted in Para~raph 5, below, effective as of tht clo11 of 

bu s i n e s s o n A u g u s t 2 9 , 1 9 81 { t h e II E f f e ct i v e D • t e " ) , It L l • r vi L L 

sell to Purc haser and Purchaser wi LL purchase fro• Stlltr, at tllt 

Price- and on - the terms and conditions set forth in this 

all o f t he a ssets of Seller of every 

Ind pe rso nal , tangible and intangible, whether 

refe rred to in this Agreement, and whether or not 

books of S e ller as an asset, excepting only those 

to in subparagraph Cb), below. The assets of Seller to 

hereunder are hereinafter referred to 11 the "Assets". 

(b) Assets Excluded. The A11et1 shall not 

acc ounts receivable to Seller fro■ Sperry and 

Furn ish-ings Holdings, Inc:. C"SIH Holdin11•), or 

•ssets of the Retire11ent Plan for l1l1r11d lap\oy,11 
Fur · 

n 1 t v r f! ~ In c • ( t he "!; 1 l I r 1 ed P La n" ) • 
•• 
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2, As sumption of Liabilit• , es. 
24 1 

Ca> Liabi Li ties to b .. 
... Assume_E!. 

(l o s ing Date, effective 
the as of the Effective bate and wi LL 

e to pa y, perform ad ' ,9re n discharge all 
liabilities recorded on 

thC f inancia l statements of Seller at th• 
~ Effective bate, but 

exc ep ti ng t hose Li abi Li ties 

Purcha s er wit l assume on 

referred to in subparagraph Cb), 
The li a b i lities of Seller to be 

so assumed are hereinafttr 

refer red to e s the "Liabilities". 
Liabilities with respect to tht 

Asse ts arisi ng after the Effective Date shall be obligations of 

purch aser. 

Cb) Liabi l i ti e s Excluded. The liabilities shall not include 

(i) li a bilities of Seller to S&H Holdings, c~,·, any , and all liabil1ti11, 

whet her accrue d or future, relating. to the Salaried Plan, (110 Lhbilit1 

of ::iel ler for f e de \ al, state or local income, sales, use or other 

taxes p~y a ble with respect to the business and op1ration1 o't 

Seller prior to the Effective Date, and (iv) any 1..V at 

U abilities not r e corded on the Financial Statements of lt l Ir :at 

t he. Eff ective Date (including obligations which ■ay rt t 

threatened or pending lawsuits), except that the L1ab1L1ti 
' 

include all liabilities incurred by Seller subsequent 

Effect ive oa te and prior to the Closing in the 

business an·d consistent with past practices, and 

supplem enta l pension payments not part of• pension plan 

IH'ldtr sec t ions 401 Ca) and 501 Ca) of the Internal Revenue 
,I 

or not s u ch p aym e nts are recorded 1s lhbilit111 on 111d 

Statements , that now ire being made by Seller, were 

half of Selle r by a ny individual now or to bt ••Ployed .•.. 
or \4hic h are t o be made to any individual now or to bt 

-2-



·d bY Purchaser to Seller f pa, ' or the Assets (in addition to the assumption 1 

Liab ilities of Seller by p 
of urchaser under the provis,·ons of paragraph 
2 ab ove), shall be an amount equal to S6 24'. 
, ,200,000 plus the amount of 

,nt Net Accounts Payable as of the Clos,·n,, 
» Date, which Purchase Price 

..,ill be paid to the Seller by the Purchas•r 
- at Closing in immediately 

l ble funds. "N avai a et Account~ Payable", as used herein, means the 

l 
.. 0 unt by which the aggregat .. e accounts payab l e owed by Seller to S&H 

Hol dings 8t th e Closing Date exceeds the aggregate accounts receivable 

0., e d to Se l l e r b Y S & H Hold i n gs as of t hat same date • 

4 . Pension Plans. 

(a) Salaried Plan. Purchaser shall not adopt or acquire 

the int erests of Seller in the Salaried Plan and the trust related 

thereto. The S1ilaried Plan shall, instead, remain on tht Clo1in9 

Date with the Seller and shall . not provide for any benefits 

attrib utable to service after the Effective Date. The Seller 

shall remain responsible for any required funding of tht Salaried 

~ l a n o r a n y o t h e r p l a n i n t o w h i c h t h e S a l a r i e d P l a n h ■ e rg • d 1 1 

and to the extent required to provide for benefits accrued, 

1ohethe r vested or non-vested, prior to the Effectivt Datt Uftdtr 

the Salarie d Plan and shall take such actions reasonabll 

its power as shal L be necessary to ensure that such 

b nef its are paid. 

Cb) Hourly Plan. Purchaser and Seller 

such actio n on or before the Closing Date as is 

enable Purchaser to adopt and acquire the interests of StL 

the Pension Plan for Collective Bargaining Unit E ■plo1••• 

Dayst ro~ Furniture, Inc. (the "Hourly Plan") and the trust 

theret o. Purchaser shall assume complete responsibilhr fer 
•••I 

--~--~~----------';;_.. __ ., 



.., .. en t of 
p81 '" 

any pension liabiliti'es d un er and for the funding of 

th
• ourly Plan (including unpaid L' b'l • ,a , ities for contributions, 

if any , due under the Employee Retirement Income Security Act 

c"ER lSA '
1

) arisi ng out of Seller's participation in the Hourly Plan 

pri or to the Closing Date). 

5. Closing and Closing Date. The closing of tht 

transa ction s contemplated by this Agreement (the "Closing") shall 

take place on September _...:,1.,:8_, 19 81 at the of fi C II o'f 

oetre e , St ockton, Robinson, Vaughn, Glaze & Maready, at 10;00 

A, M., or at such other date, place and t i me as Purchaser and 

Sell er may hereafte r agree <such original or agreed upon d1tt 

bti ng herei nafter referred to as the "Closing Date"), but 1n n• 

event shal l the Closing be postpone~ beyond September JD, 1911 

withou t the writt~n consent of the parties. 

6. 

wi l l : 

Sel ler's Closing Obligations. 

(a) Conveyance of Assets. 

At the 

Sell, 

, trans fer and deliver to Purchaser the Assets. 

convey, 

(b) Documents of Transfer. Execute and deliver 

conveyances, deeds, assign111ent1, bills of salt and other 

or instruments of transfer and all such other papen 

-oun s el to Purchaser may reasonably det■ n1ce111ry to . 
Purchaser good and marketable fee title to all real pro,, .. .,._...'i.! 

good title to all other · property, included a ■ong the A 

a t l r ; g h t , t ; t l e a nd i n t e r es t of S t L l t r 1 n Ind to a l l • 
.•.. 



(c) Certified Resolutions. Deliver the certified 

Lut ions referred to in Paragraph 10 ( •!so c). 

C d ) Certificate. Deliver the c e rt if i cat e required by 

,,ragraph 8 Cb) . 

Ce) Opinion of Counsel. Deliver the opinion or opinions 

of counsel required by Paragraph 8(e>. 

7. Purchase r • s Closing Obligations. At the Cl OS i ng 

pur chaser w i L l : 

(a) Payment. Pay to the Seller the Purchase Price, provided, 

boll ever , t h at i f i t s h a l l no t b e P r a ct i c a b l e on t he C l o s i n g DI t e to 

1

:alculit e t h e exact amount of Net Accounts Payable as of the Closing 

Me , Purch a ser shall pay to Seller at the Closing an estimat1d Purchatt 

'rice based o n the estimated Net Accounts Payable as of the Clotiftl 

:.t e. In t h e event that such an estimated Purchase Price shall 11 

after t he Cl osing Date and in no event later than 30 days thl 

shall toget he r dete rmine the exact Net Accounts Payable as of 

Closi ng Date and the actual Purchase Price. Any difference 

the estimated Purchase Price paid at Closing and the actual 

Pr i c e sh a l l be p a .i d by t h e Pu r ch Is e r or the Se l le r, as the c 

to t he other within 5 days after the determination of the act 

Pur chase Price. 
, 

Cb) Assumption of Liabilities. By an instrument of 

issu111ption substantially in the for ■ attached hereto 11 Exh1b4 

•ssu111, and, agree to pay the liabil1tits. Purchaser 
... 



; n such instrument 
,gr e e 

t~e 
Li abilities. 

Cc) Certified 

of assumption to 

Resolutions. 

indemnify Seller against 

t>eliver the certified 

S
ol utions referred to in p 

rt aragraph 11(b). 

Cd) Certificate. Deliver the c e r t i f i c a t e .r e q u ;· r e d by 
p,ragr ap h 9(a). 

( e ) Opinion of Counsel. 
Deliver the opinion or opinions 

of cou nsel required by Paragraph 9(d). 

8. Purchas er·s Conditions Precedent. The obligation of 

purch as er to consummate the acquisition of the Assets conte■plated 

by thi s Agreement is subject to the satisfaction, on or before the 

Closi ng Date , of the following ·conditions (unless waived by 

Pur chaser in writing): 

Ca) Examination by Purchaser. Examination by Purch111r 

shall not hav e disclosed any inaccuracy in the repre11nt1tiHI aqd 

varnnties of Seller set forth in Paragraph 10, below. 

Cb) _Representations, Warranties 

repre sentations and warranties of Seller set forth 

10, below, sha l L be true and correct on and 11 of tht 

as though ma de on and as of that date, and Purch111t 

recei ved a certificate signed by the Vice 

I • 

ssi stant Se cretary of Seller to such effect, 

Closi ng Date . 
, 

Cc ) Authoritt_. 
All action n1c1111ry to 

!xecution, delivery 8 i,d perforiaance of thil 

and h i of the transaction■ cont1■pl1t1d 
t e consummat on .... 
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and validly taken by the board of di r ect o rs and ,, t 
lde r s of Seller, and Seller no 

shall have fu ll ,to' 
powe r and r'\ ght 

s el l 
1' 

the Ass ets on the terms provided he r ein. 
cd> P e nding or Th reatened Litigation. No a ct i on, suit 

or 

oce eding which might have pr 
• 

111 111
a t ion of the transactions 

:o~> I.I 
al l be pending or threatened. ,n 

( e) Opinion of Counsel. 

op ; n ion o r opinions of 

t o Purchaser and 

a material adv e rse e ff e ct on th e 
contemplated by this Agreement 

Purchaser shal l ha ve r e ceived 

counsel for Seller reasonably 

; ts counsel, which opinion or 

shall be dated the Closing Date and shall Ci> cover th• 

referred to in Paragraph 10Ca) and Paragraph 10(c); and 
11tt er s 
;i) confirm the abs e nce of pend i ng ' or threatened litiga t ion which 

on the transactions ,igh t h ave a material adverse effect 

cont e p l a t e d b Y t h i s A g r e e me n t • 
As to any matter contained in 

s,1ch opinion or opi n ions, such counsel may rely upon the opinion 
o lo cal c ouns el of established reputation. 

Sell er' s Conditions Precedent. 
The obligation of Selltf 9. 

r 
4g reement is s ubject to the satisfaction, on or before the Cl 
Da t e, of t he following conditions (unless waived by 

to co nsum mat e 
the sale of the Assets contemplated by 

~rit ing) : 

Ca) Re presentations, warranties, Obligations, etc. 
rep r esentat i on s and "'arranties of Purchaser set forth in Para 
ii shat l be true and 

correct on and as of the Closing 

t h0ugh made o n and as of that date, Purchaser shall ~-.. 

-7-



and comp l i ed w; th 

or to be complied with by 
all covenants 

it under this 

required to be 

Agreement prior 
t he closi ng 

:o 
•811 ed bY t he 

oat e, and 

President 

Seller shall have r ' ece,ved a certificate 
and 

officer of s1r 
cha se r t o all such effects ~r , 

by th e chi@f financial 

dated the Closing Date. 
(b) Authority. 

,iecu t i on, delivery and 

1
1\d the co ns ummation of 

All action necessary to authorize the 

performance of th~s A , greement by Purchaser 
the transactions contemplated hereby shall 

~ a .. en Y the board of di rectors and 
•a'le be en du ly and validly t 1. b 

sto ckhol ders of Purchaser, and Purchaser shall have full power and 
ri9ht t o purc hase the Assets on the terms provided herein. 

(c) Pending or Threatened Litigation. No action, 1ui t 

24 7 

or pro c eeding which might have a n;iaterial adverse effect on the 
transactions contemplated by this Agreeinent shall be pending or 

thr eat e ned. 

(d) Opinion of Counsel. 
Seller shall have received an 

o~ini on or op i nions of counsel for Purchaser satisfactor)' to 
Selle r and i ts counsel, which opinion or opinions shall be elated 
the Closing oate and shall (i) cover the matters referred to 1n 
Par agraphs 11(a) and 11Cb>; and Cii> confir111 the ab1eftCI ef 
Pe nd ing or threatened litigation which •ight have a ••'•rial 
advers e ef fect on the transaction• conteiaplated by this AgrtNtllte 

As to 
counsel may rely upon the opinion of local counsel of ntabl11htll 

any mattt!r 
contained in such opinion or opinion,, tucll 

repu tat'ion. 

.. -s-



Re presentations and Warranties of Seller. Seller 

Pr e s e nt s a nd warra n ts top re urchaser that: 

Ca) Or g an i zation. Seller is a corporation duly 
v alidly existing and in good standing under the Laws of 

Stat e of T e xas and has a L l requisite corporate po11er and 

author ity to own, lease and oper"te • ~ its properties and to carry on 

; ts bu sin e ss as now b eing conducted. 

Cb) Title and Assets. T h o t e best of its knowledge and 

bel ie f wi th0ut investigation, Seller has good and marketable fee 

t i tle to a l l real property, and good title to all other property 

and asse ts , whic h a r e r eflected in the Seller's balance shett 11 

of Augu st 29 , 19 81 attached he r e to as Exhibit B (the "Balanct 

Sheet "), s ubje ct only to such lien~ and encumbrances as art dis­

clos e d in t he Bala nce S heet, or which are acquired by Seller since 

t he da te the r eo f (except person a l property sold or otherwise 

di spose d of s i n c e August 29, 1981 in the ordinary course of 

busin es s and co n s istent with past practice); provided, however, 

that th is rep r esentation and 

tit l e whi ch are k nown or should be known by the Purcht ltr. 

Cc) Authority. The execution, 

of t hi s Agre ement by Seller have been duly 

requisit e co rporate action, and this Agreement h 

and binding obli'gation of Seller enforceable in 

its terms , as evidenced by certified resolutions 

to Purchas er at the Closing. Neither the 

by Sel·Le r of this Agreement nor the 

trans act i ons contemplated hereby nor co■pliance 

-9-
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of the 
provisions hereof •LL w, conflict with or result in any 

h of brea c 
any provision of Sell • . . er s Certificate of Incorporatio" 

or !.lY la ws. 

Cd) Operation in Ordinary Course. Since the Effective 

Set Ler has operated its 'business in the ordinary cou'f'se and 

has i ncurred no Liabilities other than in the ordinary course. 

rhe r e has been no material, adverse change since the Effective 

oate in the business or properties of Seller, including the 

Assets. 

11. Representations and Warranties of Purchaser. Purchaser 

represents and warrants to Seller that: 

(a) Organization. It is a duly organized and existing 

corpo ration in good standing under the laws of the Stitt of North 

Ca ro l ina and has all requisite corporate power and authority to 

own, Lease and operate its properties and to carry on itl busintll 

as now being conducted. 

Cb) Authority. The execution, delivery and perfora1nct 

of this Agreemen t by Purchaser have been duly authoriaed 

reQuisite corporate action, and this Agreement 

instrument of assumption provided for under Paragraph 

when exe c'ut ed and delivered, the legal, valid 

obli gations of Purchaser enforceable in accordanc 

r es pective terms, as evidenced by certified 

furnished to Seller at the Closing. Neither the 

de l i v e r y by p u r ch as e·r of t h i s Ag r e em en t nor t he c 

the transactions contemplated hereby nor 

·-.. 

. -,o-
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· th an)' of the prov; sions hereof will 
;1

1 conflict with or result in 
br ea ch of any of the 

, Provisions of Purchaser's Certificate of 
incorpo ration or Bylaws. 

1 2. Tax Fi lings Subsequent to Closing. After the Closing 

oate, seller, in th e ordinary course, will prepare and file all 

federal, state and local tax ret d urns an reports which ■ay be 

require d in respect of the business and operations of Seller prior 

to the Effe ctive Date, and 'l l l l w, pay II taxes, obligations or 

premi ums due with respect to the business and operations of Seller 

prior to the Effective Date. 

1 3. Events Subsequent to Closing. 

Ca) Seller's Obligation~. From and after the Clo1ing 

Date , upon request of Purchaser, Seller shall do, execute, 

acknowl~dge and deliver all such further acts, deeds, 1111gn■1nt1, 

transfers, conveyances, powers of attorney and assur1nc11 11 ■IY 

be req uired to convey, transfer to and vest in Purch111r, 

protect t he right, title and interest in and to and 1nj1ya111a--au-... 

all the assets, properties, rights and business 

to be assigned, transferred and conveyed 

Agreement and as may be appropriate otherwise to Cl 

tra nsa ctions contemplated by this Agreement, 

of s ucb not ices as may be required pursuant 

any pol.icy or policies of insurance to establish tht 

Purchaser in the subject· matter of such policy or 

insurance •. 
. ... 

250 
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( b ) Purchaser's Obl' . . · 1gat,ons. 

upo n re quest of Seller, Purcha se r 

From and aft e r the Closing 

shall tak e s uch actions as 

bt r eciui red of it to cooperate 
~•Y wi th and assist Seller in the 

o f la wsuits l 
d
• fens e re at i n g t o t h e • operation of s ll e er's business 

P
rior t o the Closing, whether or not such lawsuits wer~ pending on 

the 
ctosing Date. 

Sell er's Agreement to Indemnify. Seller agrees to 

j,idernnif Y a n d save Purchaser harmless from and against ~ll cl1i ■ 1, 

tosses o r da ma ges in respect of: 

(a) Breaches or Defaults. Any breach or default in the 

represe ntation s and warranties made herein by Seller, or any error 

or omi s sion in any certificate, · schedule or other docu111nt 

pr 011; de d by i t he re 1:.1 n de r, w i th reg a rd to w hi ch a cl a i a is Is st r tt d 

In 11 ritin9 to Seller within one year after the Closing Date. 

Cb) Non-Assumed Liabilities. Any liabHitiH of Seller 

not assu me d b y Purcha s er under this Agreement <including any 

251 

liabil ity res ulting from a failure to comply with 1pplicablt Bulk 

Sales statute s, if and to the extent that any such Bulk l1l11 

liability de rives fr om a Li ab'i Li ty of seller not 

Purchaser u n de r th i s Agreement ) • 

Cc) Non-Fulfillment of Obligations. 

of any obl igations of Seller under any provi11en 

Agree nent. 
I 

Cd ) Title Defects. Any fa'ilure by Seller 
. 

Purch aser good and marketable fee title to all real 

goo d t ; t l e . t 
O 

a l l O t he r p rope r t y a n d a s s et s w h i c h • r e rt f 

.. 
·-12-



2 5 1 

a,Lance S heet and incl 
l~e Uded among 

nc umb r an c e s as are di 
,~d e s c lose d ; n 

;red by S e ller since th ,,al.i e date of 

the As.sets, except for such l i ens 
the Balance Sheet, or which • re 
the Balance Sheet and included 

9 
th e Asset s <except ,,on Person a L Pro Pert Y l d so or otherw,·s• d' d 

5
; nce August 29, 1981 . "' 

1

spose 
of , ,n the ordinary cours• "'of business and con-
·ste nt with past practice)· s1 ' prov i ded, however, that Seller shall have 

li ability p ursuant to th' no , s s u b P a r a g r a p h c d > for any claims, losses 

or damage s in re s pect of defects in title which are known to the 

pu r ch as e r a n d a re n e i t h er ref l e c t e d on the Balance Sheet nor known to 

Stl l er ( o ther th an th r ough the knowledge of officers of Seller now 

tri:,loyed or to be e mpl o yed by Purchaser); and provided further that 

,,,y cl aim by Pu rcha s er hereunder must be asserted in writing to Seller 

,,ithin three ye ars a fter the Clo s ing Date. 

Ce) Acti ons, Suits, Proceedings, etc. Any and all actions, 

suits, p r oceedi ngs, c Lai ms, demands, assessments, judgments, costs and 

expense s (incl uding Legal expenses) incident to any of tht aatttrl re­

fer r ed to in su bparagraphs Ca), Cb), Cc) or Cd) of this paragraph 14; 

pr ovid ed that if any such action, suit or procetdint shall bt coHencell • 
or any such c l aim, demand or assessment shall bt 1111rt1d 111in1t 

Purchaser in r espect of which Purchaser propostl to d1,1ftfl 

t ion , Sel l er s hall be notified to that effect wit~ 

nus and -s hall have the right to assume the entire 

fens e , coc,pr omise or settlement thereof, includ1ft . 
e p l oyme ~ t of counsel satisfactory to Purchaser. 

ith Purchase r shall cooperate fully to make 1v1 

--13.-



253 

, 5 expense all Pertinent i f . 

,:ttr n ormat 1 on and witnesses under Purchaser's 
l A final determinat;

0 
f 

:~tr
0 

• n ° any such action, suit, proceeding, 
de mand or assessment throu h l 

1/lli' 9 egaL proceedings shall be binding 
onclusive upon the parties he t 

,~d c r e O a s t o t h e v a l i d ; t y o r i n v a l i di t y 

th .. ca se may be of such claim. I th ,s ~ n e event Seller does not inform 
ser in writing that it int•nds 

~rch.l '" to assume control of such defense 

·th,·" 30 days after Purchaser 9 ,·ves S•ll•r 
_., ,, " " notice thereof, Purchaser 

,t ,n ake settlement of such action and such settlement shall be binding 

seller. up Oil 

(f) Costs and Expenses. Re~sonable attorneys' fees, costs 

expenses incu rred by Purchaser in connection with any matter re­,n~ 

ftrr ed to in subparagraphs Ca), (b), Cc), Cd) and Ce), above. In no 

tvent wi l L Pur chaser be re qui red, prior to making I claim against 

Stller or bec oming en tit Led to recovery hereunder fro• Seller, to 

,ou ence litiga tion or to take any other action against any third 

tte r for which Purchaser ••Y have I c~•i• par t y w i t h re s p e c t t o a ma 

under this Agreement. 

. ... 

-14-



Purchaser · s Agreement to 1 d n emAify. 
and s ave Seller harmless 

sses o r dam ages in respect of: 
10 

from and 

Purchaser agree s to 

against all claims, 

(a ) Breaches or Defaults. Any breach or default in the 
re se ntati ons 

rtP 
and warranties made h ' ere1n by Purchaser or any 

.rror o r omi ssion in any certif" • icate, schedule or other docu ■ent 

Pr
ovi ded by it hereunder, with regard to which a claim is asserted 

ifl writ i ng t o Purcha se r within one year after the Closing Date. 

Cb) Non-Fulfillment of Obligations. Any non-fulfillment 

un er any provision of th• Of any obl igations of Purchaser d ; 

Agreem ent . 

Cc) Li a bi Lities. The Liabilities assumed by Purchaser 

under t his Agreem ent. 

Cd) Act io ns, Suits, Proceedings, etc. Any and all 

actions , sui t s , proceedings, claims, demand•, ••••••••nts, 
judgme nts, cos ts a nd expenses (including legal exp•n111) incident 

to any matte r referred to in subparagraphs Ca), Cb) or (c) on th11 

parag raph 14 ; provided that if any such action, su1t OI' paaoct1diftl . . 
shall be com menced or any such claim, 

be asserted agai.nst Seller in respect o_f which Stl\1r 

demand indemnification, Purchaser shall be notified 

with r.eason able promptness and shall have the righ , 

,ntir! . con trol of the defense, compromise or 
. . 

inc l uding a t its own expense employment of counsel 

St ll e r. .In connection therewith Seller shall coo ·-.. 

. -15-
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-•~' 
, ..,,Hable to 

r
111 a t i on and 

Purchaser 

witnesses 

at Purchaser ' s expense all pertinent 
under Seller's control. final 

i I f 0 

rin ;n a t i on of 
dt t e 

any such action , suit, proceeding, el1'111, de111nd asse ss ment 
or 

through legal 

,.,Lus ive 
(0'' 

upon the parties, 

proceedings 

hereto as 

shall 

to 

be 

the 

binding 

va U dity 

and 

or 

ln the event Pur-1

.,,
111

Lidi t Y as the case 
,. 

may be of such claim. 
,h,se r do es not inform Selle • 
• 

r ,n writing that it intends to usu•• 
Seller ;ivtl 

,ont r o l o f such defense within 30 days after 
not , c e thereof, Se l le r may 11ake settleaent of such 
s uch settlement shall be binding upon Purchaser. 

purch ase r 

,cti on a nd 

( e ) Costs and Expenses. Reasonable attorneys· fees, 
,os t s a nd e xp e nses incurred by Seller in connection 111Hh any atter refer r ed to in subpar agraphs (a), (b), cc> and (d), above. In no event wil L Se LL er be required, prior to oak Ing I cl•I• 

1

gains t Pur ch as e r or becoo\ng entitled to re:overy htrtundtr fro■ purch aser, to c omme nce L It i gat ion or to takt ••Y othtr action ,

9
,inst any th i r d party with respect to • ■1tter for which Seller ,ay ha ve a c l a i m aga i nst Purchaser under this Agr••••••• 

16. Exp ense!_• 
Purchaser shall pay it• 

and the transactions contt to this 
including al l fees of its counsel and accountants, 
such transac tion"S shall be consummated. 

Ag reement 

seller 

expenses in cident to 

contemplated 

a c co u n t'a n t s , 

eonsumruted . 

hereby, 

whethet 

this Agreement and 

including 

or not 

all 

such 

fees of 

. ... 



Guarantee of Accounts Receivable. Purcha se r agre es to 

.,,,de rtake r eas onable efforts to coll•ct all 
~ ~ a ccounts receivable of 

5, LLer acq uired by it hereunder. If, however, at the upi ration 

0
~ six (6) months from the Clos,· D 
1 ng ate the amount uncollected on 

'll s u ch a ccounts receivabl• •xc d h " ~ ee s t e amount of the reserve 

, 11 ., ; nst un collected accounts maintained by Seller on its books 11 

of t he Closi ng Date, Seller, upon demand of Purchaser and delivery 

t o it of a n assignment of such defaulted accounts, shall pay to 

purchaser the amount of such excess. Col le ct ions by Pur chutr 

trotn custome rs fro m whom there were accounts receivable on tht 

nosing Da t e shal l be applied first to such accounts before being 

applied to a ccounts a r ising thereafter. 

18 . Taxe s Atiributable to Sale end Transfer of A111t1. 

seller will p ay all federal, state and local s1l11, use or other 

transfer taxes due in connection with the salt and tr1n1ftr to 

Pu r chas e r of t h e Assets. 

19. Notices. All not ices or other co1ununic1t1on1 

parties shall be given in writing by registered 

return receip t requested, and addressed to 

of t he follo wing persons: 

Ca ) If to Purchaser: Don A. Hunziker, 
Ladd Furniture, l 
One Plaza Center/ 
High Point, N.C. 

and 

.... _ . 

. ,..11-



Norwood Rob· 
Petre ,nson, Esq. 
Gl . e, Stockton 0 b' aze and ' ~0 ,nson, Vaufthn, 
1001 Maready • 

Cb) If to Seller: 

w· w. Fourth Street 
,nston-Sal em, N.C. 27102 

;~~rge H. !>oner, Esq. 
:no ~~ed~ry a nd H,utchinson ·company 

1son Avenue 
New York, N.Y. 10017 

and 

Thomas M. Haythe, Esq. 
Casey, Lane & Mittendorf 
26 Broad Street 
New York, N.Y. 10004 

2 0 . Fees and Commissions. The parties agree that neither of 

them shall be 

or comm i s s ions 

liable for any brokerage, finder's or similar fees 

incurred by th th' e o er party hereto in connection 

with the transact 1ons contemplated by this Agree~ent. 

2 1. Surv ival of Representations and W1rranti11; Oisclai ■er. 

Ca) Survival. Al l representations, warr1ntie1 and 

agree ments ma de by Purchaser or Seller in thh Agrtt•tnt or 

pursuant hereto shall survive the Closing h1r1und1r; provided, 

holl'ever, that such representation and warranti11 shall t1raia1t1 

three years after the Closing Date. 

(b') DISCLAIMER. SELLER MAKES HO WARRAllTY 

EXPRESS OR IMPLIED, IN CONNECTION WITH THE SALi 

THE PURCHASE R EXCEPT AS SPECIFICALLY SET FORTH 

ABOVE, ANO THE PURCHASER ASSUMES ALL RISK AND L 

WITH THE PURCHASE OF" THE ASSETS OR 

SELLER NE ITHER ASSUMES NOR AUTHORIZES ANY -
-18-



LIABILITY I N CONN EC T I ON WIT H 
OTH E R THAN TH E SALE OR US E Of iHE 

AS SPEC IFI CALLY STATEI> IN 
AR E PARAGRA PH 10 

NO ORAL WARRAN T IES , AB OVE , 
COLLATERAL TO OR A F FE CT lN G iH E 

Ri ghts and Remedies. Except as otherwis e 

~erei n, n o thing herein expressed or implied is intended 

provided 

or shall 

firm or 
bt 

eo ns trued to confer upon or to give a ny pers o n, 

C
orporation, other than Purchaser and Seller, any right or re11edy 

eo. un de r t h i s A g r e em e n t o r by r e a s O n h e r f 

2 3 . Risk o f Loss. Risk of loss to any of the Assets 'fr011 

fire or oth e r casua l ty prior to the Closing shall be borne by 

se l le r. 

24 . Sel ler To Ch a nge Its Name. Immediately after the Closing 

Date, the Se l ler wi ll take all appropriate steps to changt itl 

name . 

25. Misce llaneous. This Agreement: . 
Ca) Counterparts. May be executed in any nuaber of 

count e r pa rt s and each such counterpart hereof 1h1ll be ••1N .. 0 

be a n o ri g i nal instrument, but all such 

shal l c o nst itute but one Agreement. 

Cb ) Binding Effects. Sh all be 

i nur e to th e benefit of the parties hereto 

successors a nd assigns. .. 

·-19-



Governing Law. This Agreement and all other- instruments, 

•me nts or documents delivered pursuant to this Agreement shill '. t" 

go verned by and construed in accordance with the laws of the 
i,t 

t
e o f North Carolina. 

st• 

1N WlTNESS WHEREOF, the parties hereto have caused this 

~ reeme nt to be duly executed as of the day and year first above 

11
r;tten. 

1,TTEST: 

ATT~S T : 

.· 

LADD FURNITURE, INC. 
("Purchaser") 

DAYSTROM FURNITURE, INC. 
("Seller") 

By ________________ _ 

(JI c.a Pr"°: ce t-i,-:X-

.•.. 

-20-· 
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Governing La\J. 

e me n t s or document s ,;re 

This Agreement and all other instruments, 

delivered pursuant to this Agreement shill 
gover ned by and construed 

~t in accordance with the laws of the 
of Nor th Carolina. si•tt ,. 

I N WITNESS WHEREOF, the parties hereto have caustd thh 

Agree me nt 

vrit t en . 

ATT ES T: 

Al1£ST ; 

t o be duly executed as of the day and year first above 

-20-· 

LADD FURNITURE, INC. 
{"Purchaser") 

DAYSTROM FURNITURE, INC. 
("Seller") ", 

26c 
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5pERRY 

e es , as ,gr 

AND 

the 

,§_UARANTEE 

HUTCHINSON 

indirect owner of 100X of the outstanding stock of 

FURNISHINGS HOLDINGS, INC. hereby 

oats trom Fu rniture, Inc., the Seller in the for-egoing Agree■tnt, 
guarantee the performance by said Seller of all obligations of tO 

tht seller to the Purchaser under the terms and conditions of 111d 

~gr eem ent and 

eQu a l to the 

covenants that it shall 1111intain • ■inimu11 net worth 

Purchase Price stated in the Agree■ent for a period 

of t hree years after the C Losing Date. 

oat e d: 

ATTES T: 

18 , 1981 

SPERRY AND HUTCHINSON FURNllHlN&S 
HOLDINGS, INC. 

--· 

·-21-



EXHIBIT "Preface-2" 

ASSET SALE AGREEMENT 

between 

Sperry and Hutchinson Furniture, Inc., a Virginia Corporation ("Seller") 

and 

LADD FURNITURE, INC., a North Carolina Corporation ("Purchaser") 



ASSET SALE AGRE 
EMENT 

l ~4 

AGREEMENT is made as of the 
1 ,1s _!_8th d ay of September 198°1 

d 
between Sperry and Hutchinson F , 

,,, urn it u re I 
,, C" s e l L e r ") , and LADD F , n c • , a Vi r g i n i a 
. tion urniture 1 

,P~ra. ' nc., a North ~arolina 
-~ ( '' P u r c h a s e r" ) • . ration 
.,rP0 

11
~e REAS, Seller desires to sell and 

, Purchaser desires to 
substantially all of th 

hase e assets f s ~re O eller on the terms 
1 

bject to the conditions set forth .i 
o u in this Agreement• 

I , 

uoW, THEREFORE, the parties agr•e ,, " as follows: 

1 • 
sale of Assets. 

(a ) A s s e t s t o b e A c Q,u; r .. d • . ~ On the Closing Date 

. ;,a ted 
J i.tltr,, 

in Paragraph 5, below, effective as of the close of 
. 

i~sine ss on AuguS t 29 , 1981 (the "Effe-ctive Date"), Sellir will 

st 
I
t to PU r C ha S e r a n d p Ur C h I S e r W i l l p u·r Ch a Se fr 0■ Se l le r, . It th t 

:•ice and on the terms and conditions set forth in th11 Agreeatnt, 

,d o1 the assets of Seller of every t)'pe and description, rt1l 

and personal, tangible and intangible, whether or not apeci-

ficall y referred to in this Agreement, and whether or not t~rt1td 

o~ the books of Se L ler as an asset, excepting only 

rthrr ed to in subparagraph (b), below. 

ce so sold hereunder are hereinafter ref•rred to •• 

Cb) Assets · Excluded. Th• Assets shall 
, , 

accoun ts receivable to Seller fro• Sperry 

ishi ng·s Holdings, Inc. 

. ... 



t the Re t irement P lan for Sa l ari ed 

t 

Employ••• oi Sp,,,, on d 
,fs furnitu r e , lnc . ( the " Sal . 

,,so l"I 

ar, ed Pl a n"). ,,~ 
~ 

z, 
Purch aser w,ll as s ume on 

!::,_jabilit i e s to be Assum e d. 
•ng Da t e e f fective as of th 

,,••' " 
• Effectlv• D•te, and wH l ••••• 

t e 
d d . 

pe r form an ,sc harg e a ll Li ab ' l " . 

,,;, 

' ,ties ,ecocded on the HnoncHl tO t s of s elle r a t the Eff e cti v e oat b 

,,,,n 
• ut except I no tho•• l I a-s'' . refer r e d to in sub paragraph (b), b•Low. 0111

,, es 

• lhe liabilities o1 
5111

,, ,o be so ass ume d ace hece i na1tec cehrc•d to u the "LlabHltl••". (b
) L_iab ilities Excluded. 1~ li 

-
"' abilities shall not Include 

ell li abilities of s ett er to s&H Holdings, ·<Ill any and all lltn>llltl .. 
, er ,, , ru• d or f_u t ure, rotating to the Salaried Plan, (HO \,'\a-

.~. 
0111

., ., of seller fo r 1ederal, stat• or local 1neoat, sales, ust or 
oth•' ,.,. s payabl e wi th respect to t h • business and operations o1 

5111

., prior to th • Effective Dato, and (Iv) any and all l\1bHI\\OI 
not ,.,orded on the financial • t atements o1 St l Ler at ti\• Etf .. \\H 
ute (i ncluding obli gat i ons which m•Y result fro• t11reau11ri 01' pend• 
;,

9 

tawsu itsl , ex cept that th• Liabilities shall \IIC l.oU_.. 11nt•l pens i on payments not part of • pension plan, soctions 401 (al and 501 (al of th• internal Revenue nc t such , p a y me n ts a re re c o r d e d a s Li ab il I t I OI on t onts, th.a t now. a r e b el ng made by Seller, vere s,t er by any individu•( nov or to be e,aployed '" to be made t o anY i ndi vi du• l nov or to be 

-2-



I 5 f ,L L ;r,c 1 1.oe all l iab ilit~es 
$~ 

' ,;ve Da te a nd prior t 

'in::urrf:c by Sel \ 
er 1 '-'~SeQutnt to 

rtf t' ' o 
, t ,,, ess an d consistent with 

the Closing i 
n the ordinary course 

hllS , 
past practic es. 

,.I purchase Pric'! • 
3. -

The purc'h ase Price C"P urchase Price") to be 
p u r c h a s e r t o S e l_ l e r f O r t h e A 

bY · S sets ( i n addi~ion to the assump-
,, 1 iJ 

' 
,,, 0 t 

Liab ilities of Seller b y Purchaser under th e provisions of 
I I' 

,,, , 9raP h 

o'" of ,,ou 

2, abo ve), shall be an amount equal to S30,585,000 plus the 

anY net Accounts Payable as of the Cl . os,ng Date, which 

e price will be paid to the s l ,ch' 5 e ler by the Purchaser pu at C l o s 'i n g 

..., ;d ed in Paragraph 7, belo" ... 
1$ pro .. Net Accounts Payable'', as used 

me ans the amount by h" h ntrein , w 'lC the aggregate accounts payable owed 

sett er to s&H Holdings at the Clsoing Date e"ceeds bY "' the a 9 gr e gate 

rece i\· a!:•l~ c .. · ed to Selle r b>· ·s&H Holdi' nns 15 : oi that same c&~e. 

4 . P e n sion Plans. 

Ca) Salaried Plan. Purchaser shall not adopt or acquire 

the i nterests of Seller in the Salaried Plan and the trust related 

there to. 
The Salaried Plan shall, instead, reaain on the Closing 

oa:e with the Seller and shall not provide for any benefits attri-

butab l e to servi ce after the Effective l>ate. 

re~ai n respons ible for any required funding oi 

The Se\ ltr aha\ l 

or any other plan into which the Salaried Plan ia 

the extent requ ired to provide for 

vest ed or no n- vested, prior to the 

Salar ied Pl an and shall take such actions 

po;.,er as sh al l be necessary to ensure that 

are paid . 

-3-



Purcl)•••r 
,t;o l'I on or before •nd Sell 
v the Cl tr •'1•ll ,,. o s 1ng un d•rtelta 

,~ pv rchaser to adop t bate 11 \a 
t I'° • nd acqu1 r e nece1.s•ry to 

• ir eml!!'nt Plan for H the 'Interests 
,t our l)' E o'f Seller \n 

., f S mpLoye,, of r•· o perry and th il;o t'I Hutch1nson e -'111•r'lcan brew i" • . . Furn1ture 

( b) Hourly Plans. 

P tri es o1v1s1on Pension , Inc dli' Plan C ' and the Lea 

/~ plans") and th• referred t o 
.,rlY " trusts r L together as the 

~0 " • •ted th 
l •t• r ereto. p com P " " es PO n s i bi l i t" u r ch 111 er sh II l l 

u"' ,sf ~ for the 

11 
L
;t i es under and for 

b 1 

. 
9 

unpaid liabilities 
,p1d1 n 

the 
P•>-ment of I ny pens-\on 

funding the Hourly Plans 
for contributions if 

of 

flllPt oYe e Retirement 
cht 

Income s 
' any, due under 

ecurity Act ("ERISA'') 
Llt r's participation 

of 5 C 

arising out 
in the H ourly Plans prior to the Closing 

(c) Multiemployer Plan. p 
urchas!r, with regard to the UlU 

(s te rer s' International Union of Nort·h -
, ,P .~ 0 A III er i c 1 > Pens i on l rust 

,, Mu l t ; e mp l o y e r · P l a n " ) , s h a l l · · ::it 'pursuant to Section 4204 of ERlS~, 

.; con tr ib ute -for substantially the sam• number " of contdbution base 

~.1it'S as Setler was required to contribute to the Mult1e11ployer Plan 

,nd (ii) provide an amount in escrow or a surety bond to the MuLthmp\.oyer 

,fan, in the amo unt required under and otherwise in c:oapliance with Section 

ao4 ot ER!SA, for the five plan years beginning after tht yea\r in 

1,1hich the sale contemplated by this Agreeaent occur• (unless and 

un til an exempt ion from such requirement is secured by the Pur-

, haser from the Pension Benefit Guaranty Corporation). ln tb1 

, , 
event that Purcha ser withdraws, either c011pltttlY e, in 9»1rt, frw 

the Mul tiempl oy~ r Plan dur.ing the five plan ye1r1 

the year in which the sale conteinplated by 

-.. 
-4-



reason to p1y111ent It s uch ti111e of any Liability, Seller shall be second1rHY liable Seller shall be entitled to indemn'\f'\cation all amounts paid by Seller to discharge such 

New Plan. Purchaser intends, in connection with th• e of the Assets, to establish 

,,,,, 

• pension plon tor Its p~ 

l. 

; ed employees (the "New Plan"). s ll 

,, 

• er a,ree• that It shall 
,,1 ,o purtha5 or an amount equal to one-half of the l ••" \ oate and 

oab le administrative expenses (includ: 

,,,,, 

,n, attorneys' te•• and 
re

l ated to the actuarial evalu~t,'on t 

1••' 
• o establish the New Han 

,,d Jor th• first plan year) Incurred by Purcheser In establl1hlft9 
,,, H•• plan; provided, however, tha• th• aoount to be so paid DY seller t o pur chaser 

shall 
not exceed an ag;reQate o'f s?5,000 and 

'\nclud• any th e e xpenses to so reimbursed shall not 
:ontributi ons to the New Plan. 

The closing oi tht trans· ,c:io•• cont em plated by this Agreement lth• "tloslng") shall ut.1 
pl•" on September _18_, 1981 at th• offices of Pltrll, Robinso n, vaughn, Glaz• & Maready, at 10:00_ ~.11., or date, place · a nd t Im• as Purchaser and Sell•• ••1 

5 • 
s_ l os i ng and Closing oate. 

(such o riginal or agreed upon date u the " clos ing oate"l, but In no event poned beyond September 30, 1981 wl thout 
parties . 

.. 
-5-



00

wever, that ,1 \ t shall not b . 

, ,,, 
• o,,,,,,,bt• on th• ttoo<n• t cul a te the exact amount o1 Net A 

, , 
o«ounu p,yab\.e a 5 o-f th• 

O

,te, pu r chaser sh a ll pay to Seller •t the 

.. tlo5'\nQ an 
tO 

,, , t 

f I r,9 
-L=' 
• 11• ' , 

Pr
;ce based on the estimated•• 

,,et Accounts payable as 
o-f the 

!'"urchase pr,ce 
,, 

• 
0 ate• s i i,9 

c•' ,,v• b•'" paid at Closing, th• Pu,chasO' and s,ttor, •• soon •• 
•' '"'' aft•' th• ctoslno oat• and In no ,v,nt taur than ~O daY• 

In the event that such an esti'mated a 
• 

l I 

cS S 

• ft''' shall tog,th•r d,termln• the exa<t New .,,ount• p,yaDl• ~e rt• 
1 

01 

t h• ctosln9 oate and the actual purohas• pri«• MY d<ihren<" ,s 
t\/ee"' bt 

pll 
r cht S t 

th• estimated Purohase Prl<• paid at ctos\ng and th• ,,tual 
prl<• shall be paid by th• Purohaser or th• setter, as the 

,ase 111 aY 

be, to th• other within 5 days after the deter•lnat\on ct th• 
al purc hase Price. , ctl.l 

~ -Assumption of Liabllitl••• By an lnstruaent ot -,,, , option substont\allY in th• for• attached hereto u E<hlblt ~, 

"' 
(b ) 

,ire• ;n such instrument of assumption to \ndeanHY senor aga\na\ 
the L. ; ab i l i t i e s • 

and agree 

,e sol ut _i ons re ferred to in pe,agraph ,, (bl, 

(c) 

to pay 

certified 

the 

Resolutions. 
oe\.'\ver 

(d) . certificate-- Deliver the 

purchaser 1\.so 

cert\i\c1t1 

cert\i\ed 
• 

Paragra ph 9(a). 
_2pinion of ( e) 

i 

counsel. -
of counsel re qui red by paragraph 9ldl, 

Deliver 

-· 
-1-



pur chaser's cond i tions 
11• ~ 

Precedent. 
er t o con s ummate the acqui s ition 

,,, 
of th • """ contuplotod 

Th e obU g1 t i o n of 

,~ ,-g r eement is subject to the i 
,,1 • 

••t ,f,ctlon, on o, bofoc• th• oate, of the following condit'ons 1 (unless waived by 

Purchaser. Examination by purchaser 
~xami nation by 

,,, ,, 

0 0

t h•v• di seloHd ,ny inaccucaoy In th• cepce,.ntotlon• ,nd ant; e s of seller set forth in Paragraph 10, below. 
lht 

,, r r 
(b) Warranties, Obligations, et C • Representations, 

warranties of Seller set forth in Paragraph 
true and correct on and as of the Closing oate 

date, and Purchaser shall have 
,,. ,ived a ce rtificate signed by • vice President and ,n •111stant ,,,,, ,. ,; of Seller to such eff eot, dated !s of the tloslM Da!•, 

ma d e on and as of that 

1

,,cution , de li very and performance of this Agrte■ent by SellU .,, th • con s umm ation of the transactions contemplottd herabY ah&ll ' '" bee n dul; and validly taken by the board of directors and stockholders of seller, and seller shall have full power and rlth\ 
10 ,ell t h• As sets on the terms provided herein, 

( C) Authority. 
ALL action nec_tSsarY to author\zt tht 

. . 
Pending or Threatened Litigation. 

or proceedi og whl ch might have a mater I al adverll 

< d) 
No act\on, au\" 

consummatio n o f the transactions conteoplated by 
sh all be pending or threatened. 

counsel. - Purchaser shall 

an opinion or opinion• of counsel for Seller 
h cto ry to Pur chaser and \ts counsel, whlth oplnl 

< e) £pinion of 

-8-



1.67 
d•t•d the Closing oite 

,, ,. 
,nd ,h,ll (<) ,o,H tho ••"" ' 

,~• d to in Paragraph iOCa) ft'' . r' th• absence of pending f I rlll c•11 ti•"e a material adverse ~t ,,~ d bY this Agreement. A 

, ,,, 
s to ,ny .,ttH c1>nt1\nod fn such , rPP • 

0

,. or opinions, such counsel may 

,. 

rely upon the opinion of p 1 f, 
0 l ,ounsel of established reputation. 10'' 

and Pare<;1raph ,occ); and (, n 
or threatened litigation wh ~ ch 

effect on the trensact\ons eon-

seller's Conditions Precedent. --- The obl'\gation of seller 
Assets conte111plated by 

r

••••"' ;s subject to the satisfaction, on or bofore th• Closing 
~g of th• following conditions (unle•• waived by seller \n 

the sale of the 

Obli ations et C • ~ \. \. 

pl t t I 

~rltin9> : 

(a) 
Rep res· en t at i on s , ',I arrant; es ,,pre sentations and warranties of Purchas!r set forth In paragraph 

11 

,hal l be true and correct on and as of the tlo&lng oata u 
th,ogh • •d• on and as of that date, Purchaser shall hn• parioraod 
,tl obl igations and complied with all covenants ro11u\rod to b• 
porfor oed or to be complied with by It under thll ~gru••nt pr\or 
to th • ctosin9 Date, and seller shall have recelv•d a cortH•caU 
signed by th• president and by th• chief f\nanch\ Purchaser to all such effects, dated the tlos\ng oat•• ' All act~on necessary 

oxecution, d e l iverY and performance of th\s ~••••HIii I 

(b) AuthoritY• - -
and the con summation of th• transact I on• conteapU have been duly and ~a.LidlY uken by the board 

--· 
-9-



• 

( C) 

( d) 

or ;,,; on 
oP 

l er and 
St• 

cL OS i n9 
t• t 

p,ragra phs 

or 

163 Purchaser shall have full power and 
the t er ms provided herein. Pending or Threat -

~~~.:....~~...!..!~:..!.:~e ~n_!e~d__.!L=.:i~t~,~· g~a!_t2_i ~o~n • 
wh ich •ight have 

No act i on, ,ult "' ,. e 'feet on the 
a material adv•rs• f 

the transactions contemplated by th\ s ~gree111ent or threatened. 

Opinion of Counsel. Seller shall have received an 
opinions of counsel for Purchaser satisfactory to 

its counsel, which opinion or opinions shall be dated 
Date 

11 <a) 

and 

and 

shall Ci> 

11(b); 

cover the 

and (ii) 

matters 

confir• 

threat en ed litigation which might 

referred to in 
the absence o1 

have a material 
the transactions conte•-

effect on the cons um ma t ; on· 0 f 
to any matter contained \n such ,pinion or opinions , such eounHl ••Y rely upon the opinion o1 toc,l counsel of established reputat'\on. 

this Agreement. As 

seller 10 . 
Seller. ~epresentat ions and warranties of 

repre sents and warrants to Purchaser that: 
Seller is • corporation du\.y 

0 

Organization. 
organ ized, validl y existing and In good standing undtr ~• the State of Virginia and ha• all requlsltl author itY to own,- lease and operate Its propertill 

( 8) 

1ts bu siness as now being conducted. 

Cb) Title and Asset_!,• 
To the best oi 

be li ef with out investigation, selltr hll good . 
title to all real property, and good tltl• to -·· 

-10--



S

,ts whic h a re r e flected ; 
• • 

n th • '°' 
,,J 1 9 81 

S • l l " . • b, \ 

29, at tach e d h 
1 n ce sheet 

1

• 

0

, 

,,, ... ,. .. . . ~v > s ubje ct only 
Exh i bit e <th• 

,, , t o such l ' 
"S1l1nce 

11

t 
1e ns and s' h • ea l 

•ncu•b,ancu 
d ir'I t an c e Sh e et, or which 

is are d,s-los ' 
are a 

' t he reof ( • x 
cqu i red by Sell ; sonal d.

te " cept per , 
e r s ne e 

,,, 
p<operty sold · · 

d 0

~ s i nce August 29, 
o.r o the rw ise d , s-

1 
198'\ in 

~o • • 
t h e o r di n a r y 

y t · th 
cour se o f bu si~ e ss ,onsisten w, past pr t· 

" •

,,d 
ac 'ce); provided ' however, that this 

5
,,,ut i on and warranty sh ll 

r

t Pr' 
a not cover d•fects i 

'" ,n ti t l e which 
" 1'1

0 1
,m o r should be known by 

1

r• • 
th• Purchaser. 

Authority. ihe ex.ecution, delivery and perfor1111nce 
( C) 

Seller have been duly authorized by al\. Agre ement by 

rea";si t e cor porate action, 
and bi nding obligation of 

a
nd th is ~greeaent h the le~al, valid 

enforc~able in accordance with Seller ;ts,.,., , as evidenced by certified re~olut\ons to be lurnlshtd Neither th.e execution and del _ivtrY the Closing. t o pur c haser 
at 

nor the consua111t\on the 
bY :,ansactions contemplated hereby nor co•pllanc• by seller with onY o! th• provisi ons hereof will conflict with or ruult In any breach of anY provision of SeLLer"s certificate o1 1ncorporot\on 

se l le r of this Agreement 

s\nc• th• lii1ct\v1 
or eyL aw s -

in ordinary C OU rte• -Cd) 
oate , s eller ha S operated its buslne•• \n tlll ot~ 

E,_peration 

has in curred no Liabilities other than 
There has b e en no ,.aterial, ad•er•• 

I 

Date in th• business or propert\tl of 

Assets . 

_, 1--

,., cour• a • 



Re presentation s a d 
165 

11• - n Wa rr-ant1,a 
,n ts a nd warrants to Seller 

of 

, ,t that: 
,,~• ca> Organization. It i s a 

t ;on in good standing 
rP~t• 

duly organittd and ex'\ st'\ ng 
under th e laws of the s 

,o 
1 1 n d ha s a l l 

t f n ,, ,o 
l,, se and operate 

-~.., 
being conducted. 

tate of North 
requisite corporate power and authority to 

its Properties and 
to carry on its business 

no"' ,, 
(b) Authority. The execution , delivery and perfor111ance 
Agreement 

1,1,si te corporate 
r'q 

by Purchaser have been duly authorized by all 

and this A greement is, and the '\nstru-

itnt 
of assumption 

action, 

provided for u nd er Paragraph 7(b) will be when 

d and 
,~,cut e 

delivered, the and binding obligations 

purchaser 
of 

enforceable in 

legal, valid 

accordance with their respective 

as 

at 

ev idenced by 

the Clos i ng • 

certified 

Neither 

resolutions to be furnished to 

the execution and delivery by 

purch as e r O t t h i s A 9 r e em e n t no r t he cons um mat i on of the tr ans-

a ct io ns co n t emplated hereby nor compliance by Purchaser with any 

of th e provisions hereof wi L l conf Li ct with or result in a breach 

of any of the provisions of Purchaser's Cert'\ ficatt of 

incorporation or Bylaws. 

Ta x Fi lings Subsequent to Closing. After th1 tloa\n1 
1 2. 

oa te, Selle r , in _ the ordinary course, will prep1r1 and file 1\l 

feder al , st at e and Local tax returns and reports vh1 h 

requi red i n re spect of the business and operations 

to th e Ef fect ive Date, and will pay all t1Jtt1, 

..... 

-12-
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with respect to the b i 
us ness end 

the Effective Date. ope rat i on s o'f Se l le r 

1 3 • 
events Subsequent t ~Closing. 

(a) Seller's Oblig t' a ions. From and •'ft er the 
request 

deliver 

of Purchaser , Seller shall do, execute, 

·c Losing 

1 t lrnow-

ari s f e rs, 
tr 

r equired 
bt 

the 

a L l 

conveyances, 

to convey, 

further acts, deeds, assign•ents, such 

powers of attorney and assurances as ••Y 
transfer to and vest in Purchaser, and 

right, title and interest in and to and enjoy11ent of, 

assets, 

be assigned, 
co 

properties, rights and business of Seller intended 

transferred and conveyed 

appropriate otherwise 

pursuant to this Agree­

t rans-,, t and as ,., may be 

,ct ion s c o ntemplated 

to carry out the 

by this Agreement,. including the giving of 

such noti ces a~ may be required pursuant . to the provisions of any 

pol i c Y or policies of insurance to establish the interest of 

purc has e r i n the subject matter of such policy or policies of 

;risur a nce • 

< b) Purchaser's Obligations. Fro• and after th• Closing 

Date , upon request of Seller, Purchaser shall take such actions as 

ciay be r eQui red of it to cooperate with and assist Stlltr in th• 

defense of . 'La wsuits relating to the operation of lt\ltr I bu1in111 

prior t o the Closing, whether or not such 

t ht Cl os ing Da te. 

-13-
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J.greement 

and save Purchaser 

"
,tt ,­

$ .,r damage s in resp ec t of : 
st 

(I) 3reaches or Def l au ts. 

nte t ions 
r i s' 

and 

agrees to 

•ll clai111s, 

Any bre ac h or default in the 

herei n by Seller, or any error , t P 
;ssio n in 

OIi 
any certificate 

, sche dule o r ot'-•r d "" otument pro-.r 
• d bY i t hereunder, with r egerd to which a t la'~ . 1 .,, , s a s s e r t e d i n ~,dt 

j t i (I !I 
~r 

to Selle r within one y ear after the Closi ng Date. 

Cb) Non-Assume d Liabilities. Any li abilities of Seller 

I t, 7 

110 t 
, ssum ed by Purchaser under this Agreement (including any 

t f •biLitY resulting from 11 failure to comply with applicable Bulk 

statute s, ; f 
s, le s 

Li't,iLitY derives 

and 

from 

to the exten t 

II liability 

pvrcha ser under this Agreement). 

that any s uth Bulk Sales 

of Se l lH not assumed by 

-
( C ) Non-Fu lfill me nt of Obligat~ons. Any non-iulti\lment 

ny obligations of Seller under II ny provision of this 

(d) Title Defects. Any failure by Seller to deliver to Purchaser 

fcod and marketa ble fee title to all real property, and good title 

ro all other property and assets which are reflected in the B1l1nct 
'I, 

She et and included among the Assets, except for such liens and· 

encumbrances as are disclosed in the Balance Sheet, or which 1r1 

;cquired by Selle r -since the date of the Balance Sheet an• 

Mong the Assets ( e.xcept personal property 
. , 

of since August 29, 1981, in the ordinary course of 

sistent wit h pas t practjce); provided, ho~ever, 

no liability pu rsuant to this subparagraph Cd) for 
.... 

-14--



1 C, I 

5 
;n respect ~f. defects ;~ 

,p t title which are known to the 
c' • n d • re n e i t her r e f L e c: t e d 

r ~•s '' on th e Balance Sheat nor known 
r( Cother than through th k. 

fJ 1 1 tr e n ° w l edge O f off i c e r a of s • l le r now 
c 

5t r to be employed by 
t td o 

1ot 
, -P ;111 b}' 

( l' 

Purchaser); and provided further that 

Purchaser hereunder must b 
e asserted in writing to Seller ,~, years afte r the Closing Oate. three 

~ 1,, 
, 

11 
Ct) !.!..~c:..:t::.,..:..i .;;.o,;..n.;..s.;;..,..,_S_ u_i_t_.;.s_.,_;_P...:.r.:.o::-=.c .::e..::e:_:d:'...!.i .!;n~g!.2s~, ~•;.;tL:_c: • Any and all ac:t'\ons, suita, 

ed;ngs, claims, dema nd s , assessments , judgments, costs and expenses 
oct 

P' • n legal expenses) incident to any matter referred to in sub-t 1Jd1 n"' 
(if' ' ( b) ( c) or raphs (a), , Cd) of thi.s paragraph 14; provided that 
,r,9 

P such action, s~it or proceeding shall be commenced or any such 
i f ,nY 

. demand or assessment 
.1,1•, 

shall be asserted against Purch~ser in 

· of which Purchaser · proposes to demand 1ndemni'f1cation, Seller 
rt5 ptC t 

notified to that 
•a LL be s ii 

effect with reasonable promptness and shall 

V
t the right 

hi 
to assume the entire control of the defense, compromise 

set tlement or 

C 15) 

--· 



(, .. { 

i l'lc l udi ng a t it$ own exp e n s e em pl oyme n t 

1 f,9 

0 1 
, , t o rr t o Purchasl!r. 
f $ f I 

ln connection th er ewith 

counse l 

Purcha se r 

Se l ler ·, '
,t , oopera te fully to make . 

•v•ilable to Se ller 
'I I , a ll p ertinent information d 

,,P' 
,,,• an 1./'ltnes s e s under 

ro l • 
.,n r 

A final determination of any 
demand or assessment 

such a ction, 

through legal 

•t 

Purchaser's 

s uit, pro­

pr o ceed'lngs 
and conclusi 

ve upon the parties hereto as to the 

or invalidity as the case may be of such claim. ln the 

not 
,nt 

'" 
inform Purchaser 

control of such defense 

in writing that it intends 

co 
, s s ume within 30 days after Purchaser 

se l ler notice thereof, Purchaser may 
· vtS 

~ 1 

and such settlement shall be binding ,,cion 

make settlement of such 

upon Seller. 

( f) Costs and Expenses. · Reasonable attorneys• fees, 

and ex penses incurred by Purchaser -~ in connection with any 

re fer ~e d to in subparagraphs Ca), (b), (c), and (d) above. ln 
,,tttr --

00 
ev en t wil l 

Sel l er 

Pu r ch as e r be re qui red, pr i or to ma k i ng • c la i • 

or becoming entitled to recovery hereunder fr oa 

St l le r, to c omr.,ence litigation or to take any other action against 

,ny thf r d party with respect to a matter for which Purch111r ••Y 
have a cla i m against Seller under this Agreement. 

1 S. Pur c haser•s Agreement to Indemnify. Purch111r 11r••• to 

indemnity and save Seller harmless from and against 1\~ 

Los ses or da ma ges in respect of: 
I I 

Ca) Breaches or Defaults. Any breach 
•. 

re pr eseritations and warranties made herein by Pur 

error or omi s sion in any certificate, schedule or 
.... 

-·16-



,, f aM' 

Cb) 

here un der, with r ega r d to whie h a cla im is assert ed 
Purchase r with i n one y e a r after the Clos~ng Dat e . No n-Fulfill me nt of Ob l i 
----';..:..;_,:,_.:..!.:::.!.!.!.:.~~~~2..ig~•~tji~o~n~s. ~ny non-fulfillaent 

obliga t i ons of Purcha s er under any provision of this ,e 111 e n t . t,9 r 
( C) Lia bilities. Th e Liabilities assumed by Purchaser t his Ag re e ment. ul'ld' r 

( d) Ac tions, Suits, Proceedings, etc. s u its , proceedings, 

(includ i ng 

~ny and all claims, demands, assess11ents, judg-Legal expenses) incident to 

c os ts a n d 
•" •• " " r e ferred to in ,ubparographs ta>, Cb) or (c) of thh 

,,r •• ,aph 15 ; prov\ d ed that If a ny such act\ on , suit or proceedlnQ 
,ha ll b• comme nc ed or any such cla io, .d••• nd or assesuent shall 

b• , ,sorted aga i n ,t Seller in respect 2! which seller propo_n• to 
d•••nd indemnifica t ion , Pureha,er shall __ be notified to that effect 
,;th rea•onab l• promptne,s and shall have th• right to nsuH th• 

enti re control o f t he defen,e, comproml,e or nttleHnt thereoi, 

e xpenses 

including at i t• own e xpen,e eoployoent of counsel uthhctory to 
In c onnection therewith Seller shall cooperate 'fully to 

oak• availabl e to Purchaser at purchaser's upenu all pertinallt 

Sel lH• 

information a nd witnesses under Seller's control. ain at\ o n Of a ny such action , suit, proceeding, asse ssment th rough Legal proceedints 
Si Ve upon the parties hereto as to the validity or , 

th e cast rnay be of such clailft • ln the event 
in form Seller i n writ~ng that it intends to assu•• 
defense with in 30 days after Seller g\ves p .•.. 

. -,1-



may make settlement of such sueh and 
be binding upon Purchaser. 

Ce> costs and Expenses. 

incurred by Seller 

Reasonable 

in connection 

attorneys' feet, 

wHh anY 
5 tS ,o referred to 

in subparagraphs (a), 

Seller be required, 

Cb), (c) and (d), above. 

a elai• pdor to wi L l 
tt t r ,, 

,i•'" 
recovecy hereunder tro• 

•n !lo . , ,, st purchaser or becoming entitled to ,, • 
take any other action r

, h1 ser, to commence Litigat1on or to 

,

· nst anY third perty with respect to t f , LL 

,g 

1 

• • • t e r o r wh , ch S • er 

,aY 

have a claim against Purchaser under this Agreement. 

h ,
·s Agreement :c t 

Purchaser shall pay its own expenses ,nc\dent 
and the transactions. contu1plated hereby, in• 

ac_sountants, whether or not of its counsel and 

seller shall pay it• own 

al l fees 
.,,h trans a ctions shall be consummated. .,pen ses inc I dent to this Agreement and the tron1oct ion• conu•• pl•t•d herebY, including all fees of its counsel and occountantl, wheth er or not such transactions shall be con1uaHUd• 

17. Guarantee of Accounts Receivable. 
purchaser agrees to underta•• reuonabll 

lect all accounts receivable of seller acquired 
I f, however, at ·th• expiration of sh (6) aonth• 

uncollected on all such Date the 
' exceeds the amount of tht reserve against 

•• intained by sell•• -on {ti book& as of th• 
upon demapd of purchastr and dtl ivtrY to it 

amount 

.•.. 

-11-



(a v l t ed •ccou n t s , 
d' 

.,,~ co ll ec ti o n s by , ... ,, , 
, , , c covn t s r e ee,vable 

• h • LL p ay 

Pur c hase r 

on t h e 

to Pur ch 
••t r th e a111o u nt 

fr 0111 c 
u I t Om t r a fr 0 111 \I h 011 t h • r • 

l, , 

ac c ount s be fo re be i ng 
Clos ing Da t t s h a lt 

•PPL1ed to 

b e app lie d 

ar'\ s '\ng ac c oun t s 

T • xes Attributable 

will P•Y all federal, state •nd 1t tr 
5
' due in 

to Sale •nd Transfer of ~•sets. 

local ••lea, use or other 

the sale and transie'r to 
,,,n s ter ta x es connection with 

haser of the Assets. 
piJ'' 

No t ices. 
All notices or other communications between the 

,tf es shall 
P' 

rec ei pt rt t ur n 

be given in 

requested, 

fol lo wing persons: of the 

writing by registered or certified ~•il, 

and addressed to the attention of 

Ca) I-f to Purchaser: Don A. Hunziker, President 
Ladd Furniture, Int. 

Cb) rt to Seller: 

One Plaza Center/Box HP~ 
High Point, N.C. 2726l 

and 

Norwood Robinson, Esq. 
Petree, Stockton, Robinson, Vaughn, 
Glaze and Maready 
1001 w. Fourth Strttt 
Winston-Sale■, N.C. 27102 

George H. Doner, liq. 
The Sperry and Hutchinson toapany 
330 Madison Avenue 
New York, N.Y. 10017 

and 

... 

-19-



Thomas I'\ Casey L . liaythe, Esq , ane I. l'I\ • 
,6 8road S ttendor1 New y treet ork. , N.Y. '\0004 

fees and Commissions T he p a rtie s agree tk•t 11 neithe r ot 
brok.er1ge, t ind er ' s 

zO • ,:.,:;---
• ,

11
,tL be Li ab le for any ,~•-

' . 
., •'""" .... • •'"'ons ,ncun•d by th• 

•• 

•' ,o 
i 

other partY her•to • 

• 

• ,n oonn«tion tile transact ons contem plated 

,. , , 

by thh .,,.,.,nt, 

z1 • 
survival of Representations and 

warranties; oiscLaimtr-
representations , .,.arranties and 

survival. All (a) 

or 
seller in this Agreement or 

Clos~ng hereunder; pro"~ded, 
the 

•o'" .. ,,, er , that such represent a t; 0 n and .. .. t; ... l 

" . 

..econ OS sna L to ,o\nate 

Y
ears after the Clos1n~ oate. ,,r•• • a 

bY Purchase r 

shall survive 

SELLER !'\AKES _NO WARRANiY Of AN'f .~l.tU> , ,,p,ess OR tMPLlEO , 1N CONNECTlON "n" HE s>LE Of tHE .ssE1S 10 
i E pURCHASER EXCEP1 AS SPECtflOLL1 SE1 FOR1" lN HR•GUPH \0, 

1soVE, ANO tHE pURCHASER ASSUMES ALL RtSK ANO LH81Ll1Y •ssoci•tEO 
;JTH tHE PURCHAS E Of tHE ASSE1S OR tHElR USE FOR •NY pulPOSl• 
SELLER NEITHER ASSUMES NOR AUtHORllES ANY ,usoN TO usUl'IE OIi 11s 
sEHALf ANY LlABl LlTY IN coNNECTlON w11H THE s•LE OR usE Of TIil 
issETS oTHER THAN AS SPEClfIC•LLY snTEO Ill ,uu••'" ,o, •• o~E, 

(b) 
2_1SCLAlMER. 

-
THERE ARE 

"0 ORAL WARRANTIES COLL•TEUL 10 QI untltlll 1111 ;.r, 0 
" 

ASSETS . , 

herein , no.thing herein e,pressed or i•pl\ed 

22 . Rights - and •Rernedies-- Eicept •• 

-,O-



l 7 i. 
str ued to Con 

other 

confer upon or to 1iive 
th 

any an Purc:has•r " and Seller , 

person ,, , ',r111 or c:or-
any r\Qht or rt•tdy 

,t.greement or by reason hereo'f. 

Risk of Loss. ---other casualty 

Risk o'f loss 
prior to the 

to any o'f . the 
Cl o 5 ' n9 sh a l l 

,t.ssets 'fro• 

'oe borne 'oY 

seller to Change its N 

-

ame. 1 d' 
mme ,ately a'fter the cLos\n9 

z4 • 
the seller will take all 

appropriate steps to change \ts 

25

• ~ceLLaneous- "!his Agree .. nt: May be e~!cuted in any number oi counterpart hereof shall be dee111d to 

ca> 

and ea ch such 

toe.aether 
ori gin al 

instrument, but 

!indin9 Effects-

all 
,hal l constit ute but one Agreement, 

,uth counterparts 

;nur • to th• benefit of th• parti•• hereto and their rllP••tl~• suc cessors and assigns-

(b) 

shall be b\nd\ng upon and $ba\.\. 

26 • 
Governing Law. --

agreements or documents 

b d C
onstrued in b t governed '/ an ; 

delivered 

State of North carolinl• 

-



to be 

WHEREOF, the 
duly exe cuted 

parties hereto have caused th\s as of the day and year first above 

L~DD FURNITURE ("P , INC. 

By g•~~-~--
SPERRY AND HUTCHINSON FU 0 Nli''RE 1~c 

("Seller") 
" " ' " • 

.,£~----""_-_':::>. ..... ':..: 
GUARANTEE 

ANO 
HUTCHINSON FURNISHINGS~ HOL01H6S, lMt. "erebY the o~-tstand'\ng stock of 

Sperry agre"s , as the owoer of 1 OOX of ,nd Hutchinson Furniture, Inc., th• seller In tho foregoing 
igr,ement, to guarantee the performance by uld Soller of all 
obliga tions of th• seller to th• purchaser under uld Agruaent 
,od covenants that it shall maintain a ain\aua net 11ortb e11u1l to 
the purchase price stated in the Agreeaent for • pe~i•d ot \IIIHI years after the ctosing Date. 

Dated: _('-c pt e IM-{_µ,,, 
_, 

ATTEST: 

1981 

SPERRY AND II HOLDINGS, 1 



EXHIBIT "Preface-3" 

CLOSING AGENDA AND LISTING OF DOCUMENTS 

Acquisition of Principal Assets of  

Sperry and Hutchinson Furniture, Inc. and Daystrom Furniture, Inc. 

by 

LADD FURNITURE, INC. 



CLOSING AGENDA 

uisiti o n of Principal Assets of Sperry and Hutchi~son Furniture, Inc., 
cq , .,ystrom Furjliture, Inc., by LADD Furniture, Inc. 
r 

September 18, 1981 
10 : 00 A .M. 
Law Office s of Petree, Stockton, Robinson 

Vaughn, Glaze & Maready 
1001 West Fourth Street 
Winston-Salem, North Carolina 27101 

Participants 

DD furn i ture , Inc. , and LADD Hold1n 
A Hunziker - Presi ent 

D?\ ;d R. Allen - Exe cutive Vice President 
!RJ.C " and Secretary 

Couns e l: Norwood Robinson, Esq. 
Petree, Stockton, Robinson, 

Vaughn, Glaze & Maready 
Winston-Salem, North Carolina 

sperrv and Hutchinson Furniture, Inc. /Daystrom 
Fu,..ni t ure, Inc . 

Thane Benedict 

Counsel: Howard Kailes, Esq. 
Casey, Lane & Mittendorf 
New York, New York 

Bald\dn-United Corporation 
James J . Dealy - Vice President 

Counsel: Steven J. Ellcessor, Esq, 
Frost & Jacobs 
Cincinnati, Ohio 

/·!anu:acturers Hanover Commercial Co oration 
Dona c J . f anne ry 
Jai:tes Heed , Esq. 

•LADD" 

•p-s" 

•c-L" 

►U 



LISTING OF DOCUMENTS 

1. LADD Furniture, Inc. 

A. 

B. 

c . 

D. 

E. 

Articles of Incorporation certified by Secretary of 
st,te of North Carolina 

Bylaws of Corporation certified by Secretary of LADD 

as of Closing Date 

Certificate of Good Standing from secretary of state 

of Virginia 

Certificate of Good Standing from Secretary of State 

of Tennessee 

Certificate of Good Standing from Secretary of State 

of North Carolina 

F. Organizational Minutes of Directors dated September 

11, 1981 

G. Shareholde r Minutes (Informal Action): Election of 

Di rectors 

H . Waiver of Notice of September 16 Board Meeting 

I . Board Minutes (September 16, 1981) Approving Assets 

Purchase and Financing 

J. Stock certificates {to LADD Holding Company) 

1. Specimen 
2. 10 shares 
3. Void 
4. 19,990 shares 

I I. LADD Holding Company 

A. 

B. 

c . 

D. 

Articles of Incorporation 
state of North Carolina 

Bylaws of Corporation certified by seer• 
as of closing date 

organizational Minutes of Directors (S 

1981) -

shareholder Minutes ( Informal Action) -

Directors (September 11, 1981) 



E · Waiver of Notice of Directors' September 16, 1981 meeting 

F . Minutes of Directors Authorizing Issuance of stock to 
12 Shareholders and Approving Acquisition of stock 
and Financing Arrangements {September 16, 198J) 

G . Co~ies of Stock Certificates 

1. Richard R. Allen 
2. Harold s. Smith 
3. Don A. Hunziker 
4. J. Hoyt Bray 
5. Richard R. Allen 
6. Jame s W. Ault 

100 shares 
6,400 shares 
3,200 shares 
3,200 shares 
2,300 shares 

7 . William M. Duncan, Jr . 
8. Richard F. Mills 

800 shares 
640 shares 
640 shares 
640 shares 
640 shares 
640 shares 
400 shares 
400 shares 

9 . Lee G. Weisnicht 
10 . Jerry C. Cranford 
11 . Bobbie C. Keith 
12. Robert B. Spivey· 
13. Gera ld R. Grubbs 

H. Stock Subs cr i ption Agreements {September 16, 1981) 

III . Stock Options f r om Messrs. Bray and Smith (dated September 
17, 1981) - for Messrs. Hunziker, Allen and other LADD 
Holding Company shareholders 

A. Bray Agreements 

B. Smith Agreement 

IV . s t ock Purchase Agreement Among Baldwin-United Corporation, 
LADD Furniture , Inc., LADD Holding Company and LADD Bol.4-
ing s hare~olders 

V. Assets Sale Agreements 

A. s & H Furniture, Inc. (with Exhibits A and B) 

1 . Bill of Sale and General Assignment 

a. Schedule A - Contracts 
b. schedule B - Subsidiary Corporati 
c. schedule C - Personalty 
d. Schedule D - Deposits 
e. Schedule E - Insurance 
f. schedule F - Assets Excluded 

-2-



E · Waiver of Notice of Directors' September 16, 1981 
meeting 

F. Minutes of Directors Authorizing Issuance of Stock to 
12 Shareholders and Approving Acquisition of stock 
and Financing Arrangements (September 16, 198;) 

G. Co~ies of Stock Certificates 

1. Richard R. Allen 
2. Harold s. Smith 
3. Don A. Hunziker 
4. J. Hoyt Bray 
5. Richard R. Allen 
6. James W. Ault 
7. William M. Duncan, Jr. 
8. Richard F. Mills 
9. Lee G. Weisnicht 
10. Jerry C. Cranford 
11. Bobbie C. Keith 
12. Robert B. Spivey' 
13. Gerald R. Grubbs 

100 shares 
6,400 shares 
3,200 shares 
3,200 shares 
2,300 shares 

800 shares 
640 shares 
640 shares 
640 shares 
640 shares 
640 shares 
400 shares 
400 shares 

H. Stock Subscription Agreements (Sep·ternber 16, 1981) 

( 

III . St ock Options from Messrs. Bray and Smith (dated September 
17, 1981) - for Messrs. Hunziker, Allen and other LADD 
Holding Company shareholder~ 

A. Bray Agreements 

B. Smith Agreement 

IV. stock Purchase Agreement Among Baldwin-United Corporation, 
LADD Furniture, Inc., LADD Bolding Company and LADD Bold­
i ng share~olders 

v . Assets Sale Agreements 

A. s & H Furniture, Inc. (with Exhibits A and B) 

1. Bill of Sale and General Assignment 

a. 
b. 
c. 
d. 
e. 
f. 

schedule A - Contracts 
schedule B - subsidiary Corporati 
schedule C - Personalty 
schedule D - Depoaits 
schedule E - Insurance 
schedule F - Assets Excluded 

-2-



2. 

3. 
4. j 
5. 
6. 

7. 
8. 
9. 

• 

Assignment of cont r act s (no s epar ate as s i gnment) 
a. Memorandum r egardi ng status of consent 

to ass ignments 
b. Sample letter to third parties requiring 

cons ent 

As signment of trademarks and service marks 
Assignment of real estate leases (See xv . c. below) 
Li abilities Undertaking 
Seller's Officers' Certificates (Assets Sale 

Agreement 1 10 warranties) 
Buyer's Officers' Certificates 
Certified Copy of Buyer's Board Resolutions 
Cer tified Copy of Seller's Board Resolutions 

a . 

b. 

c. 

Certified Resolutions for Board 
of Directors s & H Furniture, Inc. 
Certified Resolutions for Board 
of Directors s & H Furnishings 
Holdings 
Certified Resolutions for Board 
of Directors s & H Company 

10. Seller's Certificate regarding pending 
litigation 

11. Seller's Certification of no material 
advers e change 

B. Daystr om Furniture, Inc. (with Exhibits A and B) 

1 . 

2 . 
3. 

4. 
5. 
6. 

7. 

Bill 
a. 
b. 
c. 
d. 
e. 

of Sale 
Schedule A - Contracts 
Schedule B - Personalty 
Schedule C - Deposits 
Schedule D - Insurance 
schedule E - Assets Excludecl 

Assignment of contracts (no separ 
Assignment of trademarks, traae.11a•""• 
patents . •--· Assignment of Foreign Pa~ 
a. •gnment of real estate lease• AsSl , 
Liabilities Undertaking , . 
Seller's Officers' Certificates 

Sales Agreement 110), 
•s Officers' certificates Buyer 

-3-



8. Certified Copy of Buyer's Board Resolutions 
9. Certified Copy of Seller's Resolutions 

a. 

b. 

c. 

d. 

Certified Resolutions for Board of 
Directors Daystrom Furniture, Inc. 
and S & H Delaware · 
Certified Resolutions of Board of · 
Dire7to~s s & H (Del.) ands & H 
Furn~s~ings Holdings 
Certified Resolutions of Board 
of Directors s & H Furnishings Holdings 
and S & B Company 
Certified Resolutions of Board 
of Directors s & B Company 

10. Seller's certificate regarding pending 
litigation 

vr . Promissory Notes 

A. NCNB Loan to Shareholders of LADD Holding Company -
$480,000 (and loan from MHCC to other shareholders 
$520,000) 

1. Pledge Agreement 
2. Assignment of Note 

B. ~500 , 000 Note for loan from LADD Holding Company 
shareholders to LADD Holding Company. 

,· 

c. $1,000,000 Note for loan from LADD Furniture to LADD 
Holding 

---l. Guaranty Agreement of individual shareholdU9 
in LADD Holding Company 

D. 

E. 

F. 

$1,000,000 Note for loan from National Inveato 
Insurance Company (NILIC) to LADD Furniture 

.$7,000,000 Convertible Debenture (Exhibit A to 
Agreement between LADD Furniture Company an4 
Investors Life Insurance Company) 

$285 , ooo Note for amount due S & H FurnituR 
LADD Furniture (per 1 7(a)(ii) of Assets Sala 
ment). 

VII . Note Agreement between LADD Furniture Company and ■au..~ 
Investors Life I,.nsurance Company (Exhibit A - No 
of Conversion) 

A. certified Copy of LADD Board resolutions 

-4-



B • LADD Off icer I s Certificate per ,i 3 

C · Schedule A to Note Agreement - non-assignable con­
tracts and real estate leases 

VI!I· Opinion letters 

A. , ✓ • 

Opl:'h~on of Casey, Lane & Mittendorf (Seller's Counsel) 
required by 1 8(e) of s & H Furniture Assets Sale 
Agreement 

B . 

C. 

D. 

E. 

F . 

G. 

Opinion of Casey, Lane & Mittendorf required by 
1 S(e) of Daystrom Assets Sale Agreement 

Opinion of Petree, Stockton, Robinson, Vaughn, Glaze 
& Maready to s & H Furniture & Daystrom required by 
~ 9(d) o f each Assets Sale Agreement 

Opinion of Petree, Stockton, Robinson, Vaughn, Glaze , 
& Mar eady to National Investors Life Insurance Company 
require d by 1 3(b) of Note Agreement 

Opinion of Petree, Stockton, Robinson, Vaughn, Glaze 
& Maready to Manufacturers Hanover Commercial Corporation 
( See XIV. CC. below) 

Opinion of Frost & Jacobs, Special Counsel to NILIC 
require d by~ 3A of Note Agreement 

Opinion from Kaye, Scholer, Fierman, Bayes & Handler 
regarding Hart, Scott, Rodino compliance 

IX7 Assignment of Union Contracts 

A. 

B. 

C. 

D. 

International Woodworkers of America, AFL-CIO, 
Union No. 5-216 Bargaining Agreement with Bt'llarPO 

Hutchinson Furniture, Inc. for its Richmond., 
plant 

I nternational Woodworkers of America, 
5-321 Bargaining Agreement with Sperry 
Furniture, Inc. for its Kenbridge, Virqi~ 

united Paperworkers International Union, 
Local union No. 1386, Bargaining Aq 
Daystrom Furniture, Inc. 

Upholsterers' International ~n~on of 
AFL-CIO, Local No. 33~ Barga1nin~ A9r 
Industries, Inc. for its Waynesville, 
plant 

-s-



Employment Contr t · . 
ac Agreement Regarding Don A. Hunziker 

A. Exhibit l - Original contract dated December 5, 1980 

B. Exhibit 2 - Sup l t d t d 
May 2 a, 1981 P emental letter agreemen a e 

Incumbency c_ertificate Relating to s & B Furniture and Daystro~ officers 

Incumbency Certificate_ LADD Furniture company officers 

Incumbency Certificate - LADD Holding company offic~rs 

Manufacturers Hanover commercial corporation Financing Arrangements 

A. 

B. 

C. 

D. 

Certificate of Facts 

Accounts Receivable Financing Agreement (ARF) 

Resolution for A.RF 

Two (2) year Contract Amendment 

E. 

F. 

G. 

H. 

. Tradename Letter - Non Corporate 

Letter from Sellers Regarding Tradenames 

Inventory Security Agreement (ISA) 

Resolution for ISA 

J. 

N. 

0. 

P. 

Q. 

Letter Regarding Inventory Advances 

Inventory Confirmation 

Equipment security Agreement (ESA) 

•Resolution for ESA 

Letter Regarding Equipment Advance■ 

Letter Regarding Release Equipment .. _... 

Insurance Loss Payable Endorsement 

. f. d Copy of Insurance Polic cert1 ie 

Landlord's W~iver - Inventory and 
leased location) 

-6-



R. Notice of s · . d for .ecurity Interect in Inventory to be u se 

s. 

T. 

u. 

v. 
w. 

x. 
Y. 

each third party warehouse location 

Promissory Note - $20,000,000 

Letter Regarding Charge interest to LADD's Account 

Re~l ~state Mortgages - eleven (11) parcels in North 
Cal!'olina, Tennessee, Virginia ( to be prepared by 
local counsel) 

Title Insurance Policies 

Resolution for Note and Mortgages 

Shareholder's Consent 

UCC7l Financing Statements - Accounts, Inventory and 
Equipment 

z. Letter Re: Costs and ,Expenses 

AA. Indemnity Agreement Re: Bank set-Off (will have one 
for each Participating Bank) 

BB. Participation Agreements 

CC. Legal opinion 

DD. Subordination Agreement Re: $7,000,000.00 Con-
vertible Subordinated Notes (to be prepared a.fter 
review of Notes) Rider and Resolutions 

EE. l1BCC Cornmi tment Letter 

FF .. Buy - Sell Agreements 

GG. Letter Re: 
Hutchinson 

. 
Bulk Sales Indemnity from Sperry and 

HH. Tennessee Recording Tax Affidavit (Brneat 
III) 

I 1. certificate of Chief Financial Officer Re: 

JJ. ucc, tax and judgment searches 

KK. subordination Re: $1,000,000.00 
Notes and Rider 

-7-



LL. 

MM. 

NN. 

oo. 

PP. 

QQ. 

RR. 

Real 

A. 

Payout L t e ter to Sellers 
Letter Reg d ' ar 1.ng Covenants 
Guarantees - Pa 

rent (and subsidiaries) 
Resolutions fo . . . • reach corporate guarantor 
Guciranty to narne holding corporation 

Tennessee Settlement 

Minutes of nameholder corporations (electing officers) 

Estate Transactions 

Deeds: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Bertie, North Carolina 

Northampton County, North Carolina 

Haywood County, North Carolina 

Wilkes County, North Carolina 

R~chmond, Virginia 

Lunenburg County, 'Virginia 

Halifax County, Virginia 

Hamblen Court, Tennessee 

B. Timber Deeds: 

1. Bertie County, North Carolina, three (3) deeds 

2 • Perquimans county, North Carolina one ( 1) deed 

3. Halifax County, North Carolina, two (2) dee4a 

4. curri tuck County, North Carolina, OM (1) dieel 

s. Pitt county, North Carolina, 

6. Hertford county, North carol 

7. Martirr county, North carol 

-a-



8. 

9. 

Surry County, Virginia, one (1) deed 

Suffolk County, Virginia, one (1) deed 

c. Assignment of Real Estate Leases with schedule at­
tached describing twenty-one (21) leases 

l.; Sample letter to landlords 

2. Mem?randum regarding status of consents to 
assignment by landlords 

Letter Agreements at Closing 

Payment of Funds 

A. By LADD Furniture 

1. 

2. 

$--,-------~~~ to 
s & H Furniture, Inc. (wire transfer confirmation) . 
$...------------to Daystrom Furniture, Inc. 
(wire transfer confirmation) 

Charter Amendment for s & H Furniture, Inc. (name change 
to Sru Liquidating Corp.) 

-9-



EXHIBIT "Question 5.E-111 

ARTICLES OF MERGER OF 

LZB ACQUISITION CORP. 

into 

LADD FURNITURE, INC. 
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ARTICLES OF MERGER .i 
:i 
f· 

OF :! 
(1 

LZB ACQUISITION CORP. :/ 

INTO 
j 
·' LADD FURNITURE, INC. :1 

:I ,, 
!j 
;I ,, 

CORP ro 1;: QDi 2:£.73 
~L~0 

1a.G la fooo' 
Effective. Ii""'- ~q 'Z-OVo 

'fi~~""" ELAIN F. A S~L .... 
SECRETARY OF STATE 

"IORTH CAROLINA 

!.;'- LADD Fumitu.re, Inc., a corporation organized under jhe laws of the State of North 
Carolina (the "Surviving Corporationn), hereby submits these At;ticles of Merger for the purpose 
of merging LZB Acquisition Corp., a corporation organized funder the laws of the State of 
Michigan~ into the Surviving Corporation (the "Merger''). ·/ 

~ 
1; 

I. The Agreement and Plan of Merger attached ~ereto as Exhibit A was duly 
approved in the manner prescribed by law by the shareholdf~rs of each of the corporations 
participating in the Merger. :! 

.: 

.; 
II. The Merger is permitted by the laws of thJ. State of Michigan and LZB 

Acquisition Corp._ shall comply with the applicable laws of the ~hate of Michigan in effecting the 
Merger. ~ 

II 

Ill. The Merger wiU become effective at 11:59 o~clock P.M. on the 29th day of . January~ 2000. ···--~. .. -·--. . .............. ., ... _........... . .................. ,.. . . .. . .... •r··· ...... .. ......... ~ ..... ., .. ····· .. · ... ·. .. .~ .... ~ .............. , ......... .. 

,.X ~ 

This the ~day of~, 2000. .: 

1, 

LADD FURNITURE, IN~A 
-i 

: 

WINLIBO I :7a6338.0 I 

~. . ' ... ~.• • ., . .. :l.lt,.~'!f'> ..... ·.• • .... :.a;.· ·"'•Jlf/t • • ....... - .. · .. ,,,._ 
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:, 
. ii 

AGREEMENTANJ>PLANOFMERGfR 
·; 

dated as of , 
;i 

September 28, 1999 ;i 

among 

LADD FURNITURE, INC. 

and 

LA ... Z-BOY INCORPORATED !l 
;i 

and 

LZB ACQUismoN CORP. 

:i 

'I 

;j 
1i 
!; 

~ ·, 
:; 
j! 
;j 

ii 
fj 
,I 
I 

i: ,; 
=! 
Ii 
:• 
ii ,, 
1: 
!i. 
Ii 
'! 

-~- .,:,:'~ .... · •. .: ~- .. ..... - t~· ... •.~ .. : :~. .. . ... ~... _.,.,..,.. 

~005 -· - -··--
EXHIBIT A 

Execution Copy 
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AGREEMENT AND PLAN OF MER~ER 

AGREEMENT .AND PLAN OF MERGER dated as of Seitember 287 1999 among LADD 
FURNITURE, INC., a North Carolina corporation (the "Cornpanyn}, 1~A-Z-BOY INCORPORATED, a 
Michigan corporation ("Acquiror'"), and LZB ACQUlSITION C~~RP-, a newly-formed Michigan 
coiporation and a wholty~owned first-tier subsidiary of Acquiror ("Mer~er Subsidiary'J. 

,; 

WHE~At the respective Boards of Directors of Acquiror, ~~rger Subsidiary and the Company 
have approved~tftis Agreemenfa. and deem it advisabl~ ~d in_ the !ibe~ interests of their respective 
stockholders tci'.coosum.mate the _merger of Merger Subs1dtary with a~~d mto the Company on the tem1s 
and conditions set. forth herein; :· . ;j 

WHEREASir for United States federal income tax purpose~, it is intended that the Merger 
c_ontemplated by this Agreement qualify as a ''reorganization" within (ihe meaning of Section 368 of the 

, . Intem·at Revenue Code of 1986, as amended (the "Code77
), and the /:-Ules and regulations promulgated 

thereunder; :; 

.. , .. , •..... ,d·,. 

,! 
NOW, THEREFORE, in consideration of the promises ~d the respective representations, 

warrantie~. covenants, and agreements set forth herein, the parties here~o agree as follows: 
•I 

ARTICLE 1 
THEMERGER 

'l 
!I 
!j 
i' 
I 

•' 
I; 

SECTION 1.01. The Merger. (a) At the Effective Time, Met~er Subsidiary shall be merged (the 
(tMcrger") with and into the Company in accordance with the requir~ments of the laws of the States of 
North Car<?lina and Michigan~ whereupon the separate existence of M~ger Subsidiary shall cease, and the 
CompanY. shall be the surviving corporation in the Merger (the usurviiing Corporation"). • t 

(b/ As soon as practicable after satisfaction or, to the extenJ.penb.itted hereunder, waiver of all 
conditions to the Merger, the Company and Merger Subsidiary will F.1le a certificate of merger with the ..... appf:opriate.officialsccand-offices·of,,the:·States·••·of,North0 €arolina'-and•,Michigan.,·and"make7 filr'otlier"nliiigs·-~--cc-c,·,,.. 
or recordings required by law in connection with the Merger. The M~gcr shall become effective at such 
time as the certificate of merger is duly filed or at such later time i~ is specified in the certificate of 
merger (the "Effective Time''). i; · 

:; 
( c) From and after the Effective Time, the Surviving Co~ration shall possess all the rights, 

privileges, powers and franchises and be subject to all of the restri4,tions, disabilities and duties of the 
Company and Merger Subsidiary, all as provided under applicable la~•-

( d) The closing of the Merger (the "Closing") shall take)/ place (i) at the offices of Miller, 
Canfield, Paddock and Stone, P.L.C., 150 West Jefferson, Suite 2$00, Detroit, Michigan, as soon as 
practicable, but in any event within three business days after the dajf on which the last to be fulfilled or 
waived of the conditions set forth in Article 8 (other than those con~itions that by tl1eir nature are to be 
fulfilled at the Closing, but subject to tlte fulfillment or waiver of ~~ch conditions) shall be fulfilled or 
waived in accordance with this Agreement or (ii) at such other place ~d time or on such other date as the 
Company and Acquiror may agree in writing (the "Closing Date"). i: 

Ii SECTION 1.02. Conversion of Shares. (a) At the Effecti~e Time by virtue of the Merger and 
without any action ort the part of the holder thereof: :i 

i! 

Dl:UJ3:2093426.J2\QSl)44--0000l 

"' • • 4~ 



·-·-·-·· '._>l_/2~~~)0 i5: -~5 __ F_AX_~_36_60_1 _ _7s_o_s___ KI~ICK STOCK __ @011 

.. 
·1 ,, 
II 

;i 
.. . : ,. 

(i) each share of common stock, par value $0.30 p~r share, of the Company (the 
"Shares") held by the Company as treasury stock or owned ~ Acquiror or any subsidiary of 
Acquiror itnmediately prior to the Effective Time shall be cwliceled, and no pa)'Illent shall be 
made with respect thereto; Pi 

:r 
(ii) each share of common stock of Merger Subs~dia.ry j6ut:9tanding immediately prior to 

the Effective Time shall be converted into and become onellshare of common stock of the 
Surviving Corporation with. the same rights, powers and privile~s as the shares so converted and 
shall constitute the only outstanding shares of capit.al stock of th~ Surviving Corporation; · ., 

. (iii) each Share outsf.anding immediately prior to the i)Effective Time shall, except as 
otherwise provided in Section l.02(a)(i), and except for thos{ shares as to which the holders 
the.reof had properly exercised dissenters' rights under appllicable North Carolina law (the 
'<Dis~~qters' Shares"), be converted into the right to receive 1.f.8 (the "Exchange Ratio',) shares 
of ru·J!y paid and nonassessable common stoc~ $1.00 par vnlue.,riof Acqniror f\Acquiror Common 
Stock,,). !/ 

• , .. (b) A JI Acqu iror Common Stock issued a.~ provided in this Sectk,m 1. 02 shall be of the same class 
and shall have the same tenns as the currently outstanding Acquiror CoJ1:\mon Stock. 

1: 

( c) From and after ihe Effective Time:, ell Shares conv~ed in accordance with Section 
l .02(a)(iii) shall no longer be outstanding and shall automatically be c~celed and retired and shall cease 
to exist, and each holder of a certificate representing any such Shares $.all cease to have any rights with 
respect thereto, except the right to receive the Merger Consideration ~/as dermed below), as applicable:­
and any dividends payable pursuant to Section l.03(f) and except thatl!tbe holders of Dissenters' Shares 
shall have such rights as they may be entitled to under applicable NortJf. Carolina law. Front and after the 
Effective Time, all certificates representing the common stock of Mer~r Subsidiary shall be deemed for 
aU purposes to repre~ent the number _of shm:s of comro~n stock of th.e~UIViving Corporation into which 
they were converted m accordance with Section l.02(a)(n). )i . . 

~ 
I 

___ (_~) 1lle J\CqttirCJ~ C()J11JDO!} ~tock tCJ. b~ rc:ceived Eis conside~cttifut pursµ~t te> tlle}v.ferger ,by e,ac.µ ... ··----·-­
holder of Shares (togetl1er with cash. in lieu of fractional shares of Acd:uiror Common Stock as specified 
below) is referred to herein as the '<Merger Consideration.'' :; 

,: 
(e) For purposes of this Agreemen~ the word ~'Subsidiary' wh~n used with respect to any Person 

means any other Person, whether incorporated or unincorporated, of '1hich (i) more than fifty percent of 
the securities or other ownership interests or (ii) securities or othtt interests having by their terms 
ordinary voting power to elect more than fifty percent of the board j!of directors or others performing 
similar functi~s with respect to such corporation or other organiz.ationj: is directly owned or controlled by 
such Person .or by any one or more of its Subsidiaries. For purposes ~ this Agreement, "Person,, means 
an individual, a corporation, a limited liability company, a partnership~1an association, a trust or any other 
entity or organization, including a goveriunent or political subdivisior~ or any agency or instrumentality 
thereof. ·. :; 

:I 
. t: 

SECTION 1.03. Surrender and Psyn1ent. (a) Prior to tije Effective Time, Acquiror shall 
appoint an agent reasonably acceptable to the Company (the ''E,cc~ange Agent'') for the purpose of 
exchanging certificates representing Sha.res (the "Certificates") for ~e Merger Consideration. Acquiror 
will make available to the Exchange Agent:, as needed, the Merger c<finsideration to be paid in respect of 
the Shares. Promptly after the Effective Time, Acquiror will send, o~ will cau~e the Exchange Agent to 
send, to each holder of record at the Effective Time of Shares, a l~er of transn1jttal for use in such 

:~ . 
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exchange (which shall specify that the delivery shall be effected, and ~k of loss and title shall pass, only 
upon proper rleJivery of the Certifk..ates to the Exchange Agent) mi such form as the Company and 
Acqu~ ,1:1ay reasonably agree, for use in effecting deJivery of Shares ~! the Exchange Agent. 

(~) . Each holder of Shares that have been converted int~! a right to receive the Merger 
Consid(JIAtioit, upon surrender to the Exchange Agent of a Certificate, ~bgether with a properly completed 
Jetter of ~smittal, will be entitled to receive the Merger Consi~eration in respect of the Shares 
represent.ed .by such Certificate. Until so surrendered, each such Certifi~ate shall, after the Effective Time, 
represent for an purposes only the right to receive such Merger Consider.ration. 

(.:·~- ·... .... ;j 
( c.) If any portion of .the Merger Consideration is to be paid tQ! a Person other than the Person in 

whose name the Certificate is registered, it shall be a condition to ~h payment that the Certificate so 
surrender~d shalJ be properly endorsed or otherwise be in proper for!ln for transfer and that the Person 
re~sting·such payment sbal1 pay to tlie Exchange Agent any transfei~ or other taxes required as a result 
of· }jt'f~h payment to e. Person other than the registered holder of s~ch Certificate or establish to the 
satisfaction of the Exchange Agent that such tax has been paid or is nod!payable~ 

/! 
. ( d) After the Effective Time, there shall be no further registraiion of transfers of Shares. If, after 

the Effective Time, Certificates are presented to the Surviving Corp~ation, they shall be canceled and 
exchanged for the consideration provided for~ and in accordance wi~ the procedures set forth., in this 
Article I. 1 

/! 
11 

( e) Any portion of the Merger Consideration made available iio the Exchange Agent pursuant to 
Section 1.03( a) that remains unclaimed by the holders of Shares one yqar after the Effective Time shall be 
returned to Acquiror, upon demand, and any such holder who has 1not exchanged his Shares for the 
Merger Consideration in accordance with this Section prior to that !itime shall thereafter look only to 
Acquiror for payment of the Merger Consideration in respect of!: hi.-; Shares. Notwithstanding the 
foregoing, Acquiror shall not be liable to any holder of Shares for ~W amount paid to a public official 
pursuant to applicable abandoned property laws. Any amounts remain~og unclaimed by holders of Shares 
three years after the Effective Time ( or such earlier date immediately ~rior to such time as such amounts 
would otherwise escheat to or become property of any goverornental ~,ntity) shaH, to the extent pennitted 
brapplicai>le lav.-, ~e~()n,~~!!!~J!~~~--!!f~~r free an~ clear ()f ~ycl~rr.is or.interest ofc~x:PersoR ,---. ----,--:-
previously entitled thereto. .: 

:! 
(f) No dividends or other distributions with respect to Acq*.iror Common Stock issued in the 

Merger shaH he paid to the holder of any wismrendered Certiffi,cates until such Certificates are 
surrendered as provided in this Section. Subject to the effect of applidible Jaws, following such surrender, 
there shall be paid, without interestt to the record holder of the /4cquiror Common Stock issued in 
exchange therefor (i) at the time of such surrender, all dividends and r: er distributions payable in respect 
of such Acquiror Common Stock with a record date after the Effect e Time and a payment date on or 
prior to the date of such surrender and not previously paid and (ii) J the appropriate payment date, the 
dividends or other distributions payable with respect to such Acquiro~ Common Stock with a record date 
after 1be Effective Time but with a payment date subsequent to such ~rrender. For purposes of dividends 
or other distributions in respect of Acquiror Common Stock, all Aqiuiror Common Stock to be issued 
pursuant to the Merger (but hot options therefor issued pursuant to S¥tion 1.04 unless actually exercised 
at the Effective Time) shall be entitled to dividends pursuant to the ifomediately preceding sentence as if 
issued and outstandfog as of the Effective Time. ,: 

\J 

SECTION l-04. Stock Options. (a) At tbe Effective Time, ~ach outstanding option to purchase 
Shares (a "Company Stock Option'') granted under the Company't plans identified in Schedule 1.04 
(collectively, the c'Company Stock Option Plans''), whether vestdd or not vested, shall be deemed 

:1 
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assumed by Acquiror and shall thereafter be deemed to constitute an op~on to acquire, on the same terms 
and conditions as were applicable under such Company Stock Optionj: prior to the Effective Time, the 
number (rounded up to the nearest whole number) of shares of Acquir~r Common Stock determined by 
multiplying (x) the number of Shares subject to such Company StockijOptioo immediately prior to the 
Effective Time by (y) the Exchange Ratio, at a price per share of Acquupr Common Stock (rounded up to 
the nearest whole cent) equal to (A) the exercise price per Share otl1ervt·ise purchasable pursuant to such 
Company Stock Option divided by (B) the Exchange Ratio. In additiot.fr prior to the Effective Time, the 
Company wil1 make any amcncµnents to the terms of such stock ~tion or compensation plans or 
.~gements that · ate necessary- to give effect to the transactions co.1ttemplated by this Section. The 
Co~pany represents that no consents are necessary to give effect to the !ti-ansactions contemplated by this 
Section. ·. · .1 

. . . ii 
~!'>- ·_. (b) Acquiror sha.11 take all corporate action necessary to reserv~ for issuance a sufficient number 
of shares o.(_Acquiror Common Stock for delivery pursuant to the terms ~et forth in this Section 1.04. 

• '\·· i) 
( c) At the Effective Time) each award or account (including sto~ equivalents and stock units, but 

e:(<;Jmiing Company Stock Options) outstanding as of the date hereof (i~Company Award~) that has been 
· established, made or granted under any empioyee incentive or benefiti~lans, programs or arrangements 

and non-employee director plans maint.ained by the Company on or pricf to the date hereof which provide 
for grants of equity-based awards or equity-based accounts shall be ~nded or converted into a similar 
instrument of Acquiror, in each case with such lliljustments to the term~ and conditions of such Company 
A wards a.c: are appropriate to preserve the value inberent in such Company Awards with no detrimental 
effect~ on the holders thereof. The other terms and conditions of each q;ompany Award, and the plans or 
agreements under which they were issued, shall continue to apply inl'. accor~ce with their terms and 
conditions~ including any provisions for acceleration or vesting. The Cotnpany ~presents that there are no 
Company Awards or Company Stock Options other than those rcflectedUn Section 3.05. 

'I 

( d) At the Effective Time, Acquiror shall file with the Securiti~s and Exchange Commission (the 
uSEC'") a registration statement on an appropriate form or a post-eff~ctive amendment to a previously 
filed registration statement under the Securities Act of 1933, as amendd (the "1933 Act',), with respect to 
the Acquiror Common Stock subject to options and other equity-basr,d awards issued pursuant to this 
Section l .04., and shall use its reasonable best efforts to maintain th~ current status of the prospectus 

~----- · "·•-centained therein;cas 0we11-as,comply,with:anyapp1icable···state'"securitie~""or'"blue•sky':,'.:"laws;·for"scrlong"'·as···· ··· 
such options or other equity-based awards remain outstanding. .j 

•t 
( e) Acquiror shall take such actions as may be necessary so !µiat, from and after the E.ffectjve 

Time, each option on Acquiror Common Stock issued pursuant to ~s Section 1.04 in respect of a 
Company Stock Option that was issued under the Company's sto➔k option plan for non-employee 
directors will be subject to a plan that provides the holder of such drption with substantially the same 
rights and benefits as he had tinder tbe Company's plan. Such actions ~ay include amending an existing 
Acquiror stock option plan or adopting a new stock option plan to acco~nmodate such options. 

SECTION 1.05. Adjustments. If at any time during the!:period between the date of this 
Agreement and the Effective Titne, any change in the outstanding sh!feS of capital stock of Acquiror or 
the Company shall occur by reason of any reclassification, recapital~tion, stock spHt or coll\bination, 
exchange or readjustment of shares, or any similar transaction, or $.nY stock ?ividend thereon with a 
record date during such period, the Merger Consideration shall be aP.i:,ropris.tely adjusted to provide the 
holders of Shares with the same economic effect as contemplated by ~s Agreement prior to such event. 

SECTION l.06_. Fr11ctio11al Shares. No fractional sbares o4 Acquiror Common Stock shall be 
issued in the Merger, but in lieu thereof each holder of Shares othervqise entitled to a fractional share of 

:i 
:1 
ji 
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Acqurror Common Stock will be entitled to receive, from the Exchang!e Agent in accordance with the 
provisions of this Section l .067 a cash payment, without interest, in lHeu of such fractional share of 
Acquiror Common Stock (after taking into account all Certificates delivtfed by such holder) in an amount 
equal to such fractional part of a share of Acqufror Common Stock V:Iultiplied by the average of the 
closing prices of Acquiror' s Common Stock on the New York Stock Ex~hange (the "NYSE") on the five 
business days immediately preceding the Closing Date. ·i ,, ,, 

SECTION 1.07. Withholding Right!. Each of the Surviving tj~rporation and Acquiror shall be 
entitled to deduct and withhold from the consideration otherwise paya~e to any person pursuant to this 
Article such amounts as it is required to deduct and withhold with respeit to the making of such payment 
under any provision of federal, state, local or foreign tax. law. To fne e*.nt that amounts are so withheld 
by the Surviving Corporation _or Acquiror, as the case rnay be, such wi~eld am~unts shall be treated for 
all purposes of this Agreement as having been paid to the holder of 1ht1; Shares in respect of whjch such 
deduction and withholding was made by the Surviving Corporation or AJquiror, as the case may be. 

. SECTION 1.08. Lost Certificates. If any Certificate shall ha~e bee~ lost, stolen or destroyed, 
upon the making of an affidavit of that fact by the person clauning su4t Certificate to be lost, stolen or 
destroyed ann, if required by the Smviving Corporation, the posting bf such person of a bond, in such 
reasonable amount as the Surviving Corporation may direct, as indemn!:ty against any claim that may be 
made against it with respect to such Certificate, the Exchange Agent wdl issue in exchange for such Jost, 
stolen or desttoyed Certificate the Merger Consideration to be paid in refu,ect of the Shares represented by 
such Certificates as contemplated by this Article. 1; 

II 

SECTION 1.09. Shares Held by Company Affiliates. 14!nything to the contrary herein 
notwithst.anding, any shares of Acquiror Common Stock ( or certificates f.herefor) issued to affiliates of the 
Company pursuant to Sectio.n 1.03 shall be subject to the restrictions ~escribed in Exhibit A, and such 
shares (or certificates therefor) shaJl bear a legend describing such restri~hions. 

~ 
SECTION 1.1.0. Dissenter's Rights. Notwithstanding an)1ting in this Agreement to the 

contrary, any Dissenters' Shares shall not be converted into the right to ~eceive the Merger Consideration, 
unless and until such holder fails to perfect or effectively withdraw!~ or otherwise loses his right to ··-······--········- '''"' .. ,,, .. ~RR~~-~L and JJ~yg!~rlt1JJ1.d~.~.9.,qb,.Ca1:9I,m~JaW,.C'ff~ ... Jt~ei:,Jhe,.Effe~ti~~e'.fime,.,an;}'cSUChc,holder-.fails-,,to··•·· · ··---------· perfect or effectively withdraws or loses his right to appraisal~ such Dis~enters' Shares shall thereupon be 
ti eated as if they had been converted as of the Effective Time intc{ the right to receive the Merger 
Con~ideration to which such holder is entitlecL without interest or divid~ds thereon. Any amounts paid to 
holders of Dissenters' Shares in an appraisal proceeding will be paid bj; the Surviving Corporation out of 
its own funds and wiU not be paid, directly or indirectly, by Acquitor. ;l 

ARTICLE2 j: 
CERTAIN GOVERNANCE MAITE~S 

,I 
SECTION 2 .. 01. Article.."I of Incorporation of the Surviv~g Corporation. The articles of 

incorporation of the Company in effect at the Effective Time shall be rne articles of incorporation of the 
Surviving Corporation until amended in accordance with applicable la~. 

,1 

SECTION 2,02, Bylaws of the Surviving Corporation. Th~ bylaws of Merger Subsidiary in 
effect at the Effective Time shall be the bylaws of the Surviving Corpolra,tion until amended in accordance 
with applicable law. 'i 

:! 
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SECTION 2.03. Directors and Officers of the Surviving Corporation. From and after the 
Effective Ti-roe~ until successors are duly elected or appointed and qualiped in accordance with applicable 
law, (a) the directors of Merger Subsidiary at the Effective Time shallj be the directors of the Surviving 
Corporation, and (b) the officers of the Company at the Effective 1fime shall be the officers of the 
Surviving Corporation. :i 

·1 

:I 
ARTICLEJ tf 

REPRESENTATIONSANDWARRANTIESOF1!BECOMPANY 
~~ . .: .. , 

·n,e Company represents ancl warrants to Acquiror that; 
. ~ 

. .::. SECTION 3.01. Corporate Existence and Power. The tompany is a corporation duly 
· :· incorporated, validly existing and in good standing under the laws of ttib State of North Carolin~ and has 

·. ·aJl ·<;orporate powers and all governmental liceose~, authorizations, ctnsents· and approvals required to carry on 1-i} business as now conducted, except for those the absence of which would not, individually or 
in "tl1e aggrega~e, have a Material Adverse Effect on the Company. Thi Company is duJy qualified to do 
business a~ a foreign corporation and is in good standing in each jurisdiction where the character of the 
property owned or leased by it or the nature of its activities makes suchjqualification necessazy, except for 
those jurisdictions where the failure to be so qualified would not, indh1idually or in the aggregate, have a 
Material Adverse Effect on the Company. For purposes of this Agree~en~ a "Material Adverse Effect" 
with respect to any Person means a material adverse effect on the fin~ial condition, business, liabilities, 
properties, assets or results of operations, taken ag a whole, of such Pe~on and its Subsidiaries, taken as a 
whole, but excluding the effects of any events or states of facts relatingJto the furniture industry in general 
and not relating specifically to the business of the Company or A1fquiror, as the case may be. The 
Company has heretofore delivered to A<:quiror true and complete cop~es of the Company's certificate of 
incorporation and bylaws as currently in effect. !/ 

SECTION 3.02. Corporate Authorization. (a) The executioii,. delivery and perfonnance by the 
Company of this Agreement and the consummation by the Cotnpanf of the transactions contemplated 
hereby are within the Company's corporate powers and, except fr?r any required appro,;aJ by the 
Company's stockholders in cmmection with the consummation of the fMerger7 have been duly authorized 

•·······-•·"'""'''''''' ·c···~··-c-cby,·all·cnecessaryc-corporateccactiomcccTIJe,affirmative:::vote,of-boJders·oft.$e"OUtSt.andingShareshavintr-votes····~· 
representing a majority of the votes of all Shares is the only vote of ttt.e holders of any of the Company's 
ca.R,ital stock necessary in connection with consummation of the MJger. Assuming due authorization, 
execution and delivery of this Agreement by Acquiror and Merger Su~sidiary, this Agreement constitutes 
a valid and binding agreement of the Company enforceable against ~e Company in accordance with its 
tenns, subject to bankruptcy, insolve_ncy, fraudulent transfer, reorg~ont moratorium and similar laws 
of general applicability relating to or affecting creditors' rights and to general equity principles. 

,[ 
• 'I 

(b) The Company's Board of ~irectors, at a meeting duly caJl#d and held, has (i) detem1ined that 
this Agreement and the transactions contemplated hereby (including tl'.=' Merger) are fair to and in the best 
interests of the Company's stoekhotdJrs, (ii) approved and adoptedllthis Agre~ment and approved the 
consummation by the Company of the transactions contemplated he~y (including the Merger), and (Hi) 
resolved {subject to Section 5.02) to recommend approval and adopdon of this Agreement and approval 
of the Merger by its stockholders. ;! 

11 

SECTION 3.03. Governmental Authorization. The executi,\n, delivery and performance by the 
Company of this Agreement and the consummation of the Merger b~ the Company require no action by 
or in respect of, or filing with~ any governmental body, agency,. offlcial or authority other than (a) the 
filing of a certificate of merger in accordance with North CaroJina tai, and Michigan law, (b) compliance 

i/ 
·t 

!i ., 
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with aril;pplic."\ble requirements of the Hart-Scott-Rodino Antitrus~ Improvements Act of 1976 (the 
"HSR A&.f-;),.(c) cOJnpHance with any applicable requirements of the ~curities Exchange Act of 1934, as 
amended;f 8.!ld the rules and regulations promulgated thereunder (therExchange Act',), ( d) compliance 
with any ipplicable requirements of the 19:33 Act and (e) other a.ctio~s or filings which if not taken or 
made woul~ .. not, individually or in the aggregate, have a Material Adv~rse Effect on the Company. 

. ·' 
SECTION 3.04. Non-Contni\l'ention. Except as set forth /'.:in Schedule 3.04, the execution, 

delivery and perfo~ance by ~e Company of this Agreement and the !~onsummation by the Company of 
the transactions contemplated ,hereby do not and wilJ not (a) assulf!ling compliance with the matters 
refened to in Section 3.02, contr.averie or conflict with the certificatef; of incorporation or bylaws of the 
Company, (b) assuming compliance ~th the matters referred to in S~ction 3.03, contravene or conflict 
with or. constitute a -violation of any provision of any law, regulati~n, judgment, injunction, order or 
decree binding upon or applicable to·the Company or any of its Subsid~es, (c) constitute a default under 
or give rise to· a right of ter,mination, cancellation or acceleration ~of any right or obligation of the 
Company or any of its Subsidiaries or to a loss of any benefit to lwhich the Company or any of its 
Subsidiaries . is entitled under any pro'Vision of any material agree~ent, contract or other instrument 
binding upon the Company or any of its Subsidiaries or any JicenseJi franchise, permit or other simiJar 
!authorization held by the Company or any of its Subsidiaries, or ( d) rei·~ult in the creation or imposition of 
-any Lien on any .agset of the Company or any of its Subsidiaries. For •utposes of this Agreement, <CLien" 
means, with respect to any asset,, any mortgage, lien, pJedge, charge, 

1
ecurity interest or encumbrance of 

any kind ~ respe.ct of such asset other than any such mortgage, lien, !pledge, charge, security interest or 
encumbrance (i) for Taxes (as defined in Section 3.13) not yet due orl!being contested in good faith {and 
for which adequate accruals or reserves have been established on t~e Acquiror Balance Sheet or the 
Company Balance Sheet, as the case may be) or (ii) which is a c~ers'., warehousemen's, mechanics\ 
materialmen's, repairmen's or other like Hen arising in the ordin~ course of business. Except as 
disclosed in Schedule 3.04, neither the Company nor any Subsidia~: of the Company is a party to any 
agreement that expressly limits the ability of the Company or any Su~sidiary of the Company, or would 
limit Acquiror or any Subsidiary of Acquiror after the Effective Timd; to compete in or conduct any live 
of business or compete with any Person· or in any geographic area or d,~ring any period of time. 

~ 

SECTION 3.05. CapitaJization of the Company. The authdtized capit~l stock of the Company 
consists of 50,000,000 Shares and 500,000 shares of $100 par val~e preferred stock (the "Company 

··-·····--·······--·· ···c--···-pf,rfejfed··stocl<',). As·ofthecloseof.business·onJulyJ, l999:cciliere·i:vere"out.stariduig'·"7;g25:·1s:fsnares, .-······ 
and employee stock options td purchase an aggregate of903,2S2 Sh~s (of which options to purchase an 
aggregate of 434,950 Shares were exercisable) and Company Awar~ (other than outstanding restricted 
stock) with respect to an aggregate of 4~762.0383 Shares, and no sh~s of Company Preferred Stock nor 
options with respect thereto were outstanding. The Shares are the oJn.Iy class of the Company's capital 
stock entitled to vote. The number of outstanding Shares is subject t{~ change before the Effective Time 
tJu'ough the exercise of currently outstanding stock options. All outs~ding shares of capital stock of the 
Company have been duly authorized .~d validly issued and are full~; paid and nonassessable. Except as 
set ibrth in this Section and except fok- changes since the close ofbusm.ess on July 3, 1999 resulting from 
the exercise of employee st~k options outstanding on such date or o~ioos or stock-based awards granted 
as permitted by Section 5.01, there a.rb outstanding (a) no shares of c~ital stock or other voting securities 
of the Company, (b) no securities of the 'Company convertible into oj;" ex.changeable for shares of capital 
stock or voting securities of the Company, and (c) except for lits obligations to make matching 
contributions under the terms of its 401(k) plan, no options, warran#j or other rights to acquire from the 
Company, and no preemptive or simihu: rights, subscription or ~ther rights, convertible securities, 
agreements, arrangements or.commi1ments of any character, relating ~o the capital stock of the Company, 
obligating the Company to issue, transfer or sell, any capital sttek, voting securities or securities 
convert;.ble ~to or exchangeable for capital stock or voting securiti@ of the Company or obligating the 
Company to grant, extend or enter into any such option, warran4 su~•scription or other right, convertible 
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security. agreement., arrangement or commitment (the items in clauses /~.OS(a), 3.0S(b) and 3.0S(c) being 
refened to collectively as the "Company Securities"). There are rip otltstanding obligations of the 
Company or any of its Subsidiaries to repurchase, redeem or otherwise ~cquire any Company Securities. 

·1 

SECTION 3.06. Subsidiaries. (a) Each Subsidiary of the C~mpany is duly organized, vaJidJy 
existing and in good standing under the Jaws of its jurisdiction of orFization, has all powers and aJJ 
governmental licenses, authorizations, consents and approvals requ~ to carry on its business as now 
conducted, except for those the absence of which would not., individuaiily or in the aggregate, reasonabJy 
he expected to have a Materi~l ~d,eise Effect on the Company. Each $ubsidiary of the Company is duly 
qualified to do business and is iµ pd standing in each jurisdiction "i!here the character of the property 
owned or leased by it or the nature ·of its activities makes such qua1ifr""3tion necessary, except for those 
jurisdictions where failure to. be ~o • q'uaJified would not, individually of in the aggregate, ha'\le a Material 
Adverse Effect on the Company. All "significant subsidiaries," as sucht:term is defined in Section t -02 of 
Regulation S-X under the E?{change Act (each, a ''Significant Snhsi4iary'') of the Company and their 
respectiv.e'Jmisdictions of incorporation are identified in the Companyts annual report on Form 10-K for 
the fiscal ·year ended January 2, 1999 (the "Company I 0-K', or in ScbdlluJe 3. 06( a). 

• I 

:1 

• .,' · · (b) Except as set forth in the Company 10-~ all of the out~tanding capital stock of, or other 
ownership interests in, each Significant Subsidiary of the Company is dwned by ilie Company, directly or 

· indirectly, free arid clear (except as set forth in Schedule 3.06(b)) of /;_ny material Lien and free of any 
other material limitation or restriction (including any restriction on t~e right to vote, selJ or otherwise 
dispose of such capital stock or other ownership interests). There are i~o outstanding (i) securities of the 
Company or any of its Subsidiaries convertible into or exchangeable ~r shares of capital stock or other 
voting securities or ownership interests in any Sign1ficant Subsidiarf of the Company or (ii) options, 
warrants or other rights to acquire from the Company or any of iti Significant Subsidiaries, and no 
preemptive or similar rights~ subscription or other rights, convertible sturities, agreements, arrangements 
or commitments of any character, relating to the capital stock of ~y Significant Subsidiary of the 
Company, obligating the Company or any of its Significant Subsidicllries to issue, transfer or sell, any 
capital stock, voting securities or other ownership interests in, or ~ny securities convertible into or· 
exchangeable for any capital stock, voting securities or ownership inteue~ in, any Significant Subsidiary 
of the Company or obligating the Cobipany or any Significant Sutibidiary of the Company to grant, 

-------~;;:fj~~:::u:~:~:-;,,~;;;;~~~~=::n:e«:c~!~1t.-"w;:!':;=:rn::i~~ · ---
insignificant equity interest in any Significant Subsidiary (the items tj~ clauses 3.06(b)(i) and 3.06(b)(ii) 
being referred to collectively as the "Company Subsidiary Securities'!;). Except as set forth on Schedule 
3.06(b), there are no outstanding obligations of the Company or an~; of its Subsidiaries to repu1chase, 
redeem or otherwise acquire any out.standing Company Subsidiary Sec~1rities. 

!r 
I• 

SECITON 3.07. SEC Filings. (a) The Company has deliverit to Acquiror (i) its annual reports 
on Form 10-K for its fiscal years ended December 28, 1996, January_;!, 1998 and January 2, 1999, (ii) its 
quarterly reports on Form 10-Q for its fiscal quarters ended after ~nary 2,.-·1999, (iii) its proxy or 
information statements relating to meetings of, or actions ta.ken withotfft a meeting by, the stockholders of 
the Company held since Jariuary 2, 1999, and (iv) all of its other ireports, statements, schedules and 
registration statements filed with the SEC since January 2, 1999 (the d~cuments referred to in this Section 
3.07(a) being referred to collectively as the "Company SEC Document"). 

(b) As of its filing date, each Company SEC Document c4mplied as to form in all material 
respects with the applicable requirements of the Exchange Act and the~l933 Act. 

:1 

( c) As of its filing date, each Company SEC Document filed ~suant to the Exchange Act did not 
contain any untrue statement of a material fact or omit to state any11111aterial fact necessary in order to 
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m~e t~e statement.c; made therein, in the Ii ght of the circumstances {rder which they were made, not 
m1slead1ng. ·i 

,, 
( d) Each such registration statement, as amended or supplemenjed., if applicable, filed pursuant to 

the 1933 Act as of the date _such statement or amendment became e~ctive did not contain any untrue 
statement of a material fact or omit to st.ate any material fact required ~~ be stated therein or necessary to 
make the statements therein not misleading. ·1 

!! 

SECTION 3.08. FinSJ1cial. ~tatemenbl. The audited cons~lidated imancial statements and 
unaudited consolidated interim financial statements of the Company li(including any related notes 811d 
schedules) inc1uded in its annual reports on Form 10-K and the quarterli reports on Form 10-Q referred to 
in Section 3.07 fairly present in ~I material respeCts7 in conformity~ generally accepted actounting 
principles applied on a consisten~b~is (except as may be indicated in ~e notes thereto), the consolidated 
finai:tcial position of the Company and its consolidated Subsidiaries jias of the dates thereof and their 
c~solidated results of operations and cash flows for the periods then ~oded (subject to nonnal year-end 

... :a.dju.stments and the absence of notes iri the case of any unaudited ~nterim financjaJ statements). For 
purposes of this Agreement, "Company Balance Sheet" means the ~onsolidated balance sheet of the 
Company as of January 2, 1999 set forth in the Company 10-K an~; <ccompany Balance Sheet Date,, 
means January 2, 1999. 1 

SECTION 3 .. 09 .. Disclosure Documents. (a) Neither the pro=f!y statement of the Company (the 
~'Company Proxy Statement'') to be filed with the SEC in conn~tion with the Merger, nor any 
amendment or stipplement thereto, will, at 1he date the Compan}' Proxy Statement or any such 
amendment or supplement is first mailed to stockholders of the Compa:hy or at the time such stockholders 
vote on the adoption and approval of this Agreement and the transactF.ons contemplated hereby, contain 
any untrue statement of a material fact or omit to state any material ~ct necessary in order to make the 
statements therein, in light of the circumstances under which they !;were made, not misleading. The 
Company Proxy Statement wiJI, when filed, comply as to form i~ all material respects with the 
requirements of the Exchange Act. No representation or warranty is m~e by the Company in this Section 
3 .09 with re5pect to statements made or incorporated by reference the~in pased ou information supplied 
by Acquiror or Merger Subsidiary for inclusion or incorporation by!:reference in the Company Prox-y 

Statement. -,--------..,.,----=-,------- .,.....,~-- ____ :I 
•··~··--·"-·· .............. ~ ..... .,_ ........... _ ... - .. ~. ·~. . . . (b) Non~ o~~~e info~atio~ su;plied or to be s:ppli~d ~y ~~-=bny ;:;--::;:~o~ or inc~;:~~::· 

by reference in the Form S-4 (as defined in Section 4.09) or any amendrient or supplement thereto will at 
the tune the Form S-4 or any such amebdment or supplement become~:effective under the 1933 Act or at 
the Effective Tune, as the case m~ be, contain any untrue statement ~tf a material fact or omit to state a 
material fact necessary in order to make the statements therein, in ligh1: of the circumstances under which 
they were made, not misleading. ;i 

·I 
~ 

SECTION 3.10. Ab8en.;e of Certain Changes. Except as s1 forth in Schedule 3.10, since the 
Company Balance Sheet Date, the· Company and its Subsidiaries ha1re conducted their business in the 
ordinary course consistent with past practice and there has not been: ,j 

i! 

(a) any event, occurrence or development of a state of circutj~stances or facts which has had or 
reasonably would be expected to have, individually or in the aggregate, a Material Adverse Effect on the 
C 

d 
~~; ~ 

I 
(b) any declaration., setting aside or payment of any dividend J~r other distribution with respect to 

any shares of C41Pital stock of the Company or any repurchase, redef'ption or other acquisition by the 
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Company or any of its Subsidiaries of any outstanding shares of capiful stock or other securities of, or 
other ownership interests in, t.he Company or any of its Subsidiaries; 1! 

:! 
II 

( c) any amendment of any material term of any outstanding sed1rity of the Company or any of its 
Subsidiaries; ,; 

:: 
( d) any transaction or commitment made, or any contract, a.~ment or settlement entered into, 

by ( q~. judgment., order or decree affecting) the Company or any of its ~ubsidiaries relating to its assets or 
busines~ (includ_in~ ':he acquisition or disposition o~ any ~se~) or any riplinqu_ishment by the Company ;1r 
any of~ its Substdianes of any contract or other ngh~ 1n either case:, }natenal to the Company and its 
Subsidiaries taken as a whole, other than transactions, commitments, c~ttacts, agreements or settlements 
(including without limitation .settl~ents of litigation and taX proc~ings) in the ordinary course of 
business consistent with past practice, those contemplated by this Agr~ement, or as agreed to in writing 
by Acquiror; :! 

. . . . ~ 

( e) any change in any ~eth~d of accounting or accounting pra<¼ice by the Company or any of its 
Subsidiaries, except for any such change which is not significant or j!,:Yhich is required by reason of a 
concunent change in United States generally accepted accounting princples ("GAAP"); or 

!! 
(f) any (i) grant of any sevemnce or termination pay to (or [amendment to any such existing 

arrangement with) any director or officer of the Company or any of icl Subsidiaries, (ii) entering into of 
any employment, deferred compensation or other similar agreement!!( or any amendment to any such 
existing agreement) with any director or officer of the Company or any ,bf its Subsidiaries, (iii) increase in 
benefits payable under any existing severance or termination pay polid~es or employment agreements or 
(iv) increase in (or amendments to the terms of) compensation, boli~us or other benefits payable to 
directors or officers of the Company or any of its Subsidiaries, other th~;n as permitted by this Agreement, 
or ns agreed to in writing by Acquiror. ·· 

;i 
SECTION 3.11. No Undisclosed Material Liabilities. There Mare no liabilities of the Company 

or ruiy Subsidiary of the Company of any kind whatsoever, wh~~r accrued, contingent, absolute~ 
determined~ determinable or otherwise, other than: ·; · 

. ~ 

--~--,~{a}lia:bilities'C"disclosed0clrprovi'dedforin--the-eo11Ipnny0B~lan<:!~~·Sheet~or·m•,tlfe'notestnere10; 

" (b) liabiliti~s incurred since t.he date of the Company Balanc,? Sheet in the ordinary couise of 
business; ~ 

·1 

(c) liabilities disclosed in the Company SEC Documents ftled friar to th~ date hereof or set forth 
in Schedule 3.ll(c); !i 

II 

( d) liabilities under this Agreement; and :! 
;, 
I' 

(e) liabilities which, individually or in the aggregate, would nbt have a·Material Adverse Effect 
on the Company :! 

:, 

SECTION 3.12. Litigation. Except as disclosed in the ComJmy SEC Documents filed prior to 
the date hereof, or as otherwise set forth in Schedule 3.12, there il~ no action, suit, investigation or 
proceeding pending against, or to the knowledge of the Company ~eatened against or affecting., the 
Company or any of its Subsidiaries or eny of their respective propertifs before any court or arbitrator or 
any governmental body, agency or official which would reasonably ba\ expected to have, individually or 
in the aggregate, a Material Adverse Effect on the Company. \i 

:1 
I, 
:1 
;1 
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SECTION 3 .. 13. Taxes. B,ccept as set forth in the Company I/laJance Sheet (including the notes 
thereto) or as otherwjse set forth in Schedule 3J3, (i) all Company T~ Returns-.required to be filed with 
any taxing authority by, or with respect to, the Company and itsi; Subsidi~es have been filed in 
accordance with all applicable laws; (ii) the Company and its Subsi~aries have timefy paid all Ta.--<es 
shown as due and payab1e on the Company Tax Returns that have be~n so filed, and, as of the time of 
filing, the Company Tax Returns correctly reflected the facts regar~ng the income, business, assets, 
operations, activities and the st.atus of the Company and its Subsidi$,ies (other than Taxes which are 
being contested in good faith an~ for which adequate reserves are r~flected on the Company Balance 
Sheet); (iii) the Company and its Subsidiaries have made provision for ~~I Taxes payable by the Company 
and its Subsidiaries for which no Company Tax Return has yet been ~led; (iv) the charges, accruals and 
reserves for Taxes with respect to the Company and its Subsidiaries r~flected on tlle Company Balance 
Sheet are nrlequate under GAAP to cover the Ta."'< liabilities accruing th~ough the date thereof; (v) there is 
no actigr,., suit, proceeding, audit or claim now proposed or penditj.g against or with respect to the 
Com P8IJY or any of its Subsidiaries in respect of eny Ta.'C where the~e is a reasonable possibility of a 
material adyerse determination; and (vi) to the best of the Company's iiknowledge and belief, neither the 
Company nor aoy of its S\1bsidiaries is liable for any Tax imposed on ~y entity other than such Person, 
except as the result of the application of:rreas. Reg. Section l.l502-6(and any comparable provision of 
the true Jaws of any state, local or foreign jurisdiction) to the affiliated ~oup of which the Company is the 
common parent. For purposes of this Agreement, "Taxes" shall mea~ any and all taxes, charges, fees~ 
levies or other assessments, including, without limitation, all net inc$le, gross income, gross receipts, 
excise, stamp, real or perSonal property, ad valorem, withhold.i.t.g, social security (or similar), 
unemployment, occupation, use, service; service use~ license, net wtjrth, payroll, franchise, severance, 
transfer, recording, employment, premium, windfall profits, custotltis duties?. capital stock, profits, 
disability, sales, registration, value added, alternative or add-on mijimum, e~timated or other taxes, 
assessments or charges imposed by any federal,, state, local or fonign governmental entity and any 
interest, penalties, or additions to tax attributable thereto. For purposesj\of this Agreement <~Tax Returns'~ 
shall mean any retn.n~ report, form or similar statement required to ~be filed witb respect to any Tax 
(including any attached schedules)~ including, without limitation, ~ny infonnation return, claim for 
refund. amended return or declaration of estimated Tax. :j 

II 

SECTION 3.14, Employee Benefit Plans. (a) Prior to th~ date hereof, the Company has 

--·-····---c:;::.'.?~t~~:.;'~;;'~!:;:~~7::::~~~~:u:-.z:!;~~e~:±:~:~!;'~:m;~;;.~:' 
each matetiaJ employment., severance or similar contract, plan, arrantment or policy applicable to any 
director, former director, employee or former employee of the Company and each material plan or 
arrangement (written or oral}, providing for compensation, bonuses, pr,ofit-sharing, stock option or other 
stock related rights or other fomis of incentive or deferred compe~tion, vacation benefits, insurance 
coverage (including any self-insured arrangements), health or me~ical benefits, disability benefits, 
workers' compensation, supplemental unemployment benefits, severance benefits and post ... employment 
or retirement t?enefits (including compensation, pension, health, medi~l or life insurance benefits) which 
is maintained; administered or contributed to by the Company and c~vers any employee or director or 
former employee or director of the Company, or under which the Coipany has any liability. Such plans 
(excluding any such plan that is a "multiemp1oyer plan," as defmea in Section 3(37) of ERISA) are 
referred to collec·tively herein as the <'Company Employee Plans." ~ ,, 

II 
. (b) Each Company Employee PIAn has been maintained in c~pliance with its terms and with the 

requirements prescribed by any and an staMes, orders, rules attd re'guJhtions (including but not limited to 
ERISA and the Code) which are appHcable to such Plan, except wh~e failure to so comply would not, 
i.ndividuaHy or in th~ aggregate. have a Material Adverse Effect on the!:Company. 

ti 
n 
:1 
II ,, 
Jj 
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'i 
(c) Except as scheduled on Schedule 3.14 with respect to lfr.iultiemployer plans, neither the 

Company nor any affiliate of the Company has incUITed a liability undf Title IV of ERISA that has not 
heen satisfied in full, and no condition exists that present-; a material ri* to the Company or any affiliate 
of-the Company of incurring any such Jiability other than liability for i:r.emiums due the Pension Benefit 
Guarm;tty Corporation (which premiums have been paid when due). ! 

1: 

(d) Each Company Employee Ptan which is intended to be qua~ified under Section 40I(a) of the 
Cocle is so qualified and has been so qualified during the period from ;+ adoption to date, and each trust 
fonni.ng a part thereof is exempt from federal income tax pursuant to Se~tion 50 l (a) of the Code. 

!/ . 
(e) Except as set forth in Schedule 3.14~ no director or officer ot other employee of the Company 

or any of its Subsidiaries will become entitled to any retirement., seve~ce or similar- benefit or enhanced 
or accelerated benefit (includ~ any. acceleration of vesting or lapse cf repurchase rights or obligations 
with respect to any employee·~tock option or other benefit under any sj;ock option plan or compensation 
plan or arrangement of the Company) sole1y as a result of the transactio~s contemplated hereby. 

• !I 
(f) Except as set forth in Schedule 3.14, no Company EmpJo~ee Plan provides posi.x-etirement 

health and medical, life or other insurance benefits for retired employfeS of the Company or any of its 
Subsidiaries. .! 

,l 

(g) Except as set forth in Schedule 3 .14, there has been no amerA:iment to, written interpretation or 
announcement (whether or not "\Vritten) by tbe Company or any of its ~Bates relating to, or change in 
eII1ployee participation or coverage under, any Company Employee Pl~ which would increase materially 
the expense of maintaining such Company Employee Plan above the~ level of the expense incurred in 
respect thereof for the 12 months ended on the Company Balance Sheetl~ate. 

SECTION 3.15. Compliance with Laws. To the best of the iowledge of any of Messrs. KC, 
WC, MH, DM, and FS (the "Executives"),. neither the Company nor anw of its Subsidiaries is in violation 
of, or has since Januazy 2, 1999 vioJated, any applicable provisions of any laws, statutes, ordil'lances or 
regulations, except for any violations that, individua1Jy or in the agtregate, would not reasonably he 
expected to have a. Material Adverse Effect on the Company. ~ · 

if 

------,-. ~-. -:c•·~,c"·~SEG:;J;I()N:c3;;l6;-Finde~-1) .. ·Advisors'.,-,Fees;0·,Exceptfor ~n;·,,.Amristead··&7Epperson;-0l:td:r'•""'.C'--=-:,-,-:-:­
copy of whose engagement agreement bas been provided to A<-,quircir, there is no investment banker, 
broker, finder or other intermediary which has been retained by or is )~uthomed to act on behalf of the 
Company or any of its Subsidiaries who might be entitled to any fee fJr commission in connection with 
the transactions contemplated by this Agreement. .: 

SECTION 3.17. Environmental Matters. (a) Except as l~et forth in the Company SEC 
Documents filed prior to the date hereof or as set forth on Schedule 3~~ 7, (i) the Company has delivered 
to Acquiror copies of each written notice, notification, demand7 !;'equest for information=- citation~ 
summons, complaint or order that, to the best knowledge of its Vic~ President of Risk and Facilities 
Engineering after reasonable inquiry, the Company has received in the~last twelve months; (ii) to the best 
knowledge of the Company's Vice President of Risk and Facilities E~eering after reasonable inquiry, 
there is no investigati01~ action, claim, suit, proceeding or review pek,tding or, to the knowledge of the 
Company or any of its Subsidiaries, threatened by any Person ag~nst, the Cornpany or any of its 
Subsidiaries, and during the past twelve·months no penalty has been as~essed against the Company or any 
of its Subsidiaries that has not been disclosed to Acquiror in writmgj! in each case, with respect to any 
matters relating to or arising out of any Environmental Law; (iii) tlteliCompany and its Subsidiaries are 
and have been in material compliance with aJl Environmental Laws; (i~) there are no material liabilities of 
or relating to the Company or any of it.,; Subsidiaries relating to or anJiug out of any Environmental Law. - ,· 

;i 
,j 

•! 
'• 
ti ., 
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' of any kind what~oever7 whether accrued, contingent, absolute, deten-lJined. determinable or otherwise, 
and ili~re is no e~ist°!g conditio1.1,_ situation or set of circwnstances whid~ couJd r~asonably ~ ex~cte? to 
result m such a 1,abihty; and (v} stnce Deeernber 31, 1995, there has be'1} no environmental mvestigation, 
study, audit, tes~ review or other :tnalysis commonly referred to as a rPhase I" or <'Phase Ir" report of 
which any of the Executives or the Vice President of Risk and Facil~-Engineering of the Company has 
knowledge in relation to the current or prior business of the Compan)11 or any of its Subsidiaries or any 
property or facility now or previously owned, leased or operated /!by the Company or any of its 
Subsidiaries whicb is in the possession of the Company and which wasj/not delivered to Acquiror prior to 
the date hereof. :\ 

11 ,. 

. (b) For purposes of this Sectioh 3.17 a.t1d Section 4.17, the te~ ''Environmental Lawsn means 
any federal, state, local and foreign statutes, Jaws (jncluding, without !!imitation, common law), judicial 
decisions, regulations,. ordinances, rules, judgments, order~ codes, hDunctions, permits, governmental 
ngreement!i or governmental restrictions relating to human health ~d safety, the environment or to 
polluL'\nt,;, contaminants, wastes, or chern.icals. ;! 

ii 

SECTION 3.18. Opinion of Financial Ad-visor. The Comri,'any has received the opinion of 
M aniJ., Ann istead & Epperso~ Ltd. to the effect that, as of the date o!f such opinio~ the Merger is fair 
from a financial point of view to the holders of Shares ( other than Ac4uiror or any of its Subsidiaries or 
affiliates), and, as of the date hereof, such opinion has not been withdratn. 

SECTION 3.19. Tax Treatment.· Neither the Company nori!any of its affiliates has taken or 
agreed to take any a.cti'oh or is aware of any fact or circumstance th' would prevent the Merger from 
qualifying 3.S a reorganization within the meaning of Section 368 of the :Code (a "368 Reorganization"). 

• -! 
1i 

SEC'fiON 3.20. Takeover Smtute!J. The Board of Di.recto~ of the Company bas taken the 
necessary action to make inapplicable the application of Article 9 andf!Article 9A of the North Carolina 
law, any other applicatiie antitakeover or similar statute, regulation cir the provision of the Company's 
certificate of incorporation or bylaws to this Agreement and the transac~ions contemplated hereby. 

~ 
ARTICLE4 '.; 

... ··---···--··--···-~···-- --~PRESENTATIONS_~ W ARRANT.IES 0~ AC~~~R-c··· ···--·~······· •·· 
:1 

Acquiror represe. nts and wam111ts to the Company that: ,; 
;; 
·i 

S£CTION 4.01.. Corporate Existence and Power_ Each of A~~quiror and Merger Subsidiary is a 
corporation duly incorporated, validly existing and in good standing u~der the laws of its jurisdiction of 
incorporation and has all corporate powers and all governmental lic~hses, authorizations, consents and 
apptovals required to carry on its business as now conducte~ excei,t for those the absence of which 
would not, individualJy or in the aggregate, have a Material Adverse Eiect on Acquiror. Acquiror is duly 
qualified to do business as a foreign corporation and is in good stan!ng in each jurisdiction where the 
character of the property owned or te~ed by it or the nature of its ,ctivities makes such qualification 
necessary, except for those jurisdictions where the failure to be so qua. ified wou]d not, individually or in 
the aggregate, have a Material Adverse Effect on Acquiror. Since thl date of its incorporation, Merger 
Subsidiary has not engaged in any activities other than in connectio~ with or as contemplated by this 
Agreement. Acquiror bas heretofore delivered to the Company true and: complete copies of Acquiror's and 
Merger Subsidiary's certificate of incorporation and bylaws as currentljf in effect. 

• !I 
SECTION 4.02. Corporate Anthom;ati.on. (a) The execu~on, delivery and performance by 

Acqniror and Merger Subsidiary of this Agreement, and the consuf.unation by Acquiror and Merger 
Subsidiary of the transactions contemplated hereby are within the ~orporate powers of Acquiror and 

ii 
:i 
:! 
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Merger SubsicJiary and have been duly authorized by alt necessary /~orporate action. Assuming due 
authorization,. execution and deliveiy of this Agreement by the Comp~y, this Agreement constitutes a 
valid and binding agreement of each of Acquiror and Merger Subsidiait,Y, enforceable against such party 
in Accordance with its terms, subject to bankruptcyt insolvency, fi'1dulent transfer, reorganization, 
moratorium and similar laws of general applicability relating to or ~~ffecting creditors' rightc; and to 
general equity principles. The sltares of Acquiror Common Stock issu~d pursuant to the Merger, when 
issued in accordance with the tenns hereof, will be duly authorized:. validly issued, fully paid and 

• ,I 

nonassessable and not suhject to preemptive rights. ] 
!! 

(b) Acquirors Board of I?irectors, at a meeting duly called and lij:Id, has approved this Agreement 
and the transactions contemplated hereby (including the Merger). ·: 

11 :I 
SECTION 4.03. Govern111enta1 Authorization, The executi~o, delivery and performance by 

Acquiror and Merger Subsidiary of this Agreement and the consumlhation by Acquiror and Merger 
Subsidiary of the tran.~actions contemplated hereby require no action lzy or ir:i respect ot or filing with, 
any governmental body, agency, officiaJ or authority other than (a) the filing _of a certificate of merger in 
accordance with North Carolina law and Michigan law. (b) compliance !With any applicable requirements 
of the HSR Ac~ (c) compliance with any applicable requirements of ~e Exchange Act, (d) compliance 
with any applicable requirements of the 1933 Act and (e) other action~ or filings which if not taken or 
made would not;. individually or in the aggregate, have a Material Adverlpe Effect on Acquiror. 

:1 
SECTION 4.04. Non-Contravention. The execution, delivery #-ad performance by Acquiror and 

Merger Subsidiary of this Agreement and the consummation by Acquir,or and Merger Subsidia.ry of the 
transactions contemplated hereby do not a11d will not (a) assuming CORfiPliance with the matters referred 
to in Section 4.02, contravene or conflict with the certificate of incoTJt>ration or bylaws of Acquiror or 
Merger Subsidiary\ (b) assuming compliance with the matters referred l~o in Section 4.03, contravene or 
conflict with any provision of any Jaw, regulation, judgment, injunctiod~ order or decree binding upon or 
applicable to Acquiror or any of its Subsidiaries, (c) constitute a defaulf!unde,:- or gjve rise to any right of 
termim3tion, cancellation or acceleration of any right or obligation of Aiequiror or any of i'ts Subsidiaries 
or to a loss of any benefit to which Acquiror or any of its Subsidiaries l~s entitled under any pro"ision of 
any material agreement, contract or other instrument binding upon Ac~iror or any of its Subsidiaries or 

_____ ;;r,r~::~~;~~="~:~:ti:::~!;;::::::.:;~~~=~~~:1!~~£~1t:i:::::n;~~~it!~::~~::e:: .. " .. ·· ----
Neither Acquiror nor any Subsidiary of Acquiror is a party to any +en1ent that expressly limits the 
ability of Acquiror or any Subsidiazy of Acquiror to compete in orl:conduct any line of business or 
compete with any Person or in any geographic area or during any period'.oftime. 

l/ 

SECTION 4.0S. Capitalization, (a) The authorized capit.a1: stock of Acquiror consists of 
150,000,000 shares of Acquiror Common Stock and 5,000,000 shares !Pf preferred stock (the "Acquiror 
Preferred Stock"). As of the close of business on July 24, 1999, there ~re outstanding 52,233,696 shares 
of Acquiror Common Stock, and employee stock options to purchase ail{ aggregate of 1,298,226 shares of 
Acquiror Common Stock ( of which options to purchase an aggregaf{F of 4 J 5,985 shares of Acquiror 
Common Stock were exercisable), and no shares of Acquiror Preferr~d Stock nor options with respect 
tl1ereto ~ere outstanding. All outstanding shares of tapital stock of A4quiror have been duly authorized 
and validly issued and are fully paid and nonassessable. Except as set ~rth in this Section and except for 
changes since the close of business on July 24, 1999 resulting fro1*- the exercise of employee stock 
or,tions outstanding on such date or options or other stock-based awarf.ls and except for the shares to be 
issued in connectioo with the ~rger, as of the date hereof there are 0~1tstanding (a) no shares of capital 
stock or other voting securities of Acquiror, (b) no securities of Acquirqr convertible into or exchangeable 
for shares of capital stock or voting securities of Acquiror, and (c) ~cept for its obligations to make 
matching contributions under the tenns of its 40l(k) plan, no options, ~arrants or other rights to acquire 

'! 
;i 
;i 
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from Acquiror, and no preemptive or similar rights~ s~bscription or o~er rights, convertible securities~ 
agreements, arrangements, or commitments of any character, relating,!to the capital stock of Acquiror. 
obligating Acquiror to issue, transfer or sell any capital stock, voting1;security or securities convertil>le 
into or exchangeabJe for car,ital stock or voting securities of Acquiror: or obligating Acquiror to grant. 
extend or enter into any such option, warrant, subscription or other ri~, convertible security, agreemeni 
arrangement or commitment (the items in clauses 4.0S(a), 4.0S(bl and 4.05(c) being referred to 
collectively as the ''Acquiror Securities"). There are no outstanding obt,:igations of Acquiror or any of its 
Subsidiaries to repurchase, redeem or otherwise acquire any Acquiror!; Securities other than pursuant to 
the tenns of its stock-based compensation plans. ,: 

Ii ,, 
(b) The authorized capital• stock of Merger Subsidiary consists d!f 607000 shares of comm.on stock, 

of which 1,000 share!:i are outstanding. Merger Subsidiary's common stbck is the only class of its capital 
st.ock• entitled to vote. The number of shares of Merger Subsidiary•~! common stock is not subject to 
change before ~ Effective Time. Alt outstanding shares of capital st~ of Merger Subsidiary have been 
duly authoriz~d ·and validly issued and are fully paid and nonassessable.;\ 

ii 
SECTION 4.06, Subsidiaries. (a) Each Subsidiary of Ac~iror is .duly organized, validly 

existing and in good standing under the laws of its jurisdiction of orl{tanization, has all powers and all 
governmental licenses, authorizations, permits, consents and appro'1a1s ~equired to carry on its business as 
now conducted, except for those the absence of which. wouJd not, lµidividually or in the aggregate, 
reasonably be expected to have a Material Adverse Effect on Acquire¥. Each Subsidiary of Acquiror is 
duly qualified to do .business rutd is in good standing in each jurisdJiction where the character of the 
property owned or leased by it or the nature of its activities makes sui1 qualifications necessary, except 
for those jurisdictions where faih.ue to be so qualified would not., indiv~dually or in the aggregate, have a 
Material Adverse Effect on Acquiror. All Significant Subsidiaries of 4cquiror as of the date hereof and 
their respective jurisdictions of incorporation are identified in Acquirotr.s annual report on Foro, I 0-K for 
the fiscal year ended April 24, 1999~ as amended ("Acquiror 10-K',). !I 

·r 
(b) Except for directors' qualifying shares and except as set fo~Ji in the Acquiror 10 .. K, all of the 

outstanding capital stock of,. or other ownership interests in, each Si~ifi~t Subsidiary of Acquiror is 
owned by Acquiror, directly or indirectly, free and clear of any mrterial Lien and free of any other 
material Jhnitation or restriction (including.~]' ~estriction on ~e right ~~,--~~~E:!~~~!.!. '1-~.~~~~~~~~~~s~ ~f 
such cap1talstockor otliec- ownershijniiteres1s J.-Tliere are no outstandi-P,g ( 1) · securities ·of Acquiror ·or any· 
of its Subsidiaries convertible into or exchangeable for shares of capit~ stock or other voting securities or 
ownership interests in any Significant Subsidiary of Acquiror, and (ii) !~ptions, warrants or other rights to 
acq~ire from Acquiror or any of its Significant Subsidiaries, and j~o preemptive or similar rights~ 
subscriptions or other rights., convertible securities, agyeements, arn$,gements or commitments of any 
character, relating to the capital stock of any Significant Subsidiary olf Acquiro;r, obligating Acquiror or 
any of its Significant Subsidiaries to issue, transfer or sell, any capif.t~l stoc~ voting securities or other 
ownership interests in, or any securities convertible into or exchang~!able for any capital stock, voting 
securities or ownership interests in, any Significant Subsidiary of Acqf iror or obligating Acquiror or any 
Significant Subsidiary of Acquiror to grant, ex.tend or enter into any s~;ch option, warrant, subscription or 
other right, convertible security, agreement, arrangement or commitm!ent except, in any such case under 
clause (i) or (ii), to the extent relating to an insignificant equity intt'rest in any Significant Subsidiacy 
(items in clauses 4.06(b)(i) and 4.06(b)(ii) being referred to collec~vely as the "Acquiror Subsidiary 
Securities"). There are no outstanding obligations of Acquiror or anj~ of its Subsidiaries to repurchase, 
redeem or otherwise acquire any outstanding Acquiror Subsidfary Sec~ties. 

• i" 
,1 

SECfiON 4.07. SEC '.Filings. (a) Acquiror has delivered to ~he Company (i) its annual reports 
on Form 10-K for its fiscal years ended April 26, 1997, April 25, 19~ and April 24, 1999, (ii) its proxy 
or information statements relating to meetings, of, or actions taken without a meeting by, the stockholders 

~ 
i! 
,i 
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i: 
of Acquiror held since December 31, 1998, and (iii) all of its other f:eports, statements, schedules and 
registration statements filed with the SEC since April 24, 1999 (the do~hunents referred to in this Section 
4.07(a) being referred to coUective1y as the "Acquiror SEC Documents'r· 

(b) As of its filing date (or if later amended, as of the date of th~ amendnient), each Acquiror SEC 
Docmnent complied as to form in all material respects with the applic~le requirements of the Exchange 
Act and the 1933 Act. il 

'.j ,, 
( c) As of its filing date, each Acquiror SEC Document filed pufSuant to the Exchange Act did not 

contain any untrue statement of a material fact or omit to state any material fact necessary in order to 
make the statements made therein, in the light of the circumstances ~~nder which they were made, not 
misleading-. · J 

(d) Each such registration statement as alllended or supplemenfed, if applicable, filed pursuant to 
. the ;i933 Act as of the date ·s,ich statement or amendment became efliective did not contain any untrue 

statement of a material fact or omit to state any material fact required t be stated therein or necessary to 
make the statements therein not misleading. ;1 

. I. 

SECTION 4.08. Financial StatementB. The audited cons40lidated financial statements and 
unaudited consolidated interim financial statements of Acquiror (jincluding any related notes and 
$Chedules) included in the annual reports on Form 10-K and the qu.artctly reports on Form 10-Q referred 
to in Section 4.07 fairly present in all material respects, in conformity fith generally accepted accounting 
principles applied on e. consistent basis ( except as may be indicated in ~e notes thereto), the consolidated 
financial position of Acquiror and its consolidated Subsidiaries a.f: of the dates thereof and their 
consolidated results of operations and cash flows for the periods then lpnded (subject to normal year-end 
adjusnnents and the absence of notes in the case of any unaudited !interim financial statements). For 
puiposes of this Agreement, "Acquiror Balance Sheet" means the consblidated balance sheet of Acquiror 
as of April 24, 1999 set forth in the Acquiror lO-K and "Acquiror Balance Sheet Oaten means April 24. 

I 
1999. l 

:: 
·' 

SECTION 4.09. Dblclosure Documents. (a) The Registnftiori Statement on Fonn S-4 of 
Acquiror (the <'Forni S-4'') to be filed tmder the 1933 Act relating to ihe issuance of Acquiror Common 

---~-,--· .. -. -. Stock--:,in,-th~·",Merger,·001'equired-to.,,be·diled.,.,with0-the SEG,in-c·connecti~n"with-4he,--issuance· 00f0 shares·ot~ ---­
Acquiror ~ommon Stock pursuant to the Merger and any amendments l~r supplements thereto, will, when 
filed, subject to tl1e last sentence of Section 4.09{b), comply as to foJ1.n in all material respects with the 
applicable requirements of the 1933 Act. I 

1; 

• . (b) Neither the Form S-4 nor any amendment or supplement ~ereto will at the time it becomes 
effecti\re under the 1933 Act or at the Effective Time contain any unhe statement of a material fact or 
omit to state a material fact required to be stated therein or necessary ~'to make the statements therein not 
misleading. No representation or warranty is made by Acquiror in ;this Section 4.09 with respect to 
statements made or incorporated by reference therein based on inform tion supplied by the Company for 
inclusion or ~corporation by reference in the Form S-4. ;/ 

· ( c) Non~ of the infonnation supplied or to be supplied by Accitiror for inclusion or incorporation 
by reference in•the Company Proxy Statement or any amendment or ~:Upplemen~ thereto will, at the date 
the Company Proxy Statement or any amendment or .supplement th~o is first mailed to stockholders of 

• Company or at the time such stockholders vote on the adoption and 'fPproval of this Agreement and the 
tran~actions contel!lplated hereby, contain any untrue statement of af;material fact or omit to state any 
material fact necessary in order to make the statements therein, i.n ligiif: of the circumstances under which 
they were made, not misleading. ·i 

!: 
!i 
i! 
1· 

DEtI8:2093426.l2\0513'4-0000J 16 1! 
:l 

••"• ••••• • •.'. /·• • ...,,, •• • .. : : ,,,. ,,;c;., • • ,;~ •: '• • .. • • a 



0].l2t/(l(J 15:19 FAX 336 607 7505 KILPATRICK STOCK --,,-·· 
I 

I 

I 

:1 

'· •I 

:i 
I 

~026 

SECTION 4.10. Absence of Certain Change~- Since th~! Acquiror Balance Sheet Date~ 
Acquiror and its Subsidiaries have conducted their business in the or4,inary course consistent with past 
practice and there has not been.: 1) 

r 
(a) any event, occunence or development of a state of circwJstances or facts which has had or 

reasonably would be expected to have, individually or in the aggreg#te, a Material Adverse Effect on 
Acquiror; ~ 

I• 

(b) any declaratiora, setting a.~ide ~r payment of any dividend o~ other distribution with respect to 
any shares of capital stock of Acquirbr· ( other than quarterly cas~: dividends payable by Acquiror 
consistent with past practice or any repurchase, redemption or other acf1uisition by Acquiror or any of its 
Sub.sidiaries of any outstanding shares df capital stock or other equit)f securities of, or other ownership 
interests in, Acquiror ( other than any such repurchases prior to the date hereof pursuant to Ac·quiror's 

• • •I 

.. fl_ublicl):' announced stock buyback program); or :r 
,, 

.. · { c) any cJiange prior to the date hereof in any method of accouAting or accounting practice ( other 
than any change for tax purposes) by Acquiror or any of its Subsidilries, except for any such change 
which i~ t\ot significant or which is required by reason of a concurrent +anse in GAAP. 

' · · SECTION 4.11. No Undisclosed MaterfaJ Liabilities. There ~re no liabilities of the Acquiror or 
any Subsidiary of the Acquiror of any kind whatsoever, wheth¢ accrued, contingen~ absolute, 
detennined, determinable or otherwise, other than: · 

:I 
·1 

(a) liabilities disclosed or provided for in the Acquiror Balance 1f5heet or in the notes thereto~ 
t . 

(b) liabilities incurred since the date of the Acquiror Balanc~\ Sheet in the ordinary course of 
business; ;

1 
i, 

(c) liabilities disclosed in the Acquiror SEC Docwnents filed ~or ~o the date hereof or set forth 
in Schedule 4_.-.1 l(e); ! 

I 
--·--·"'····· (0Ylia61rmesiiiider"ffi1s,,-Agreement;·ancr·7

-c-... -.--- ·--- .. ~·,c· .. ·j 
l! 

(e) liabilities which, individually or in the aggregate, would n~t have a Material Adverse Effect 
on the Acquiror. :; 

I, 

I; 

SECTION_ 4.1~. Litigation. Except as disclosed in the Acqur,or SEC Documen1s filed prior to 
the date hereof, or in Schedule 4.12, there is no action:, suit, investigatpn or proceeding pending against, 
or to the knowledge of Acquiror threatened against or aff'ecting, Acquiijpr or any of its Subsidiaries or any 
of their respective properties before any court or arbitrator or any gov~mmental body, agency or official 
which would reasonably be expected to have, individually or in the a~egate, a Material Adverse Effect 
on the Acquiror. •; 

:1 

SECTION 4.13. Tues. Except as set forth in the Acquiror Balance Sheet (including the notes 
thereto) or as _otherwise set forth on Schedule 4.13 (i) alt Acquiror Ta{{ Retums required to be filed with 
a.ny taxing authority by, or with resp~t to, Acquiror and its Subsidi#ies have been filed in aceordance 
with all appli9able laws; (ii).Acquiror a.nd its Subsidiaries have timelf paid all Taxes shown as due and 
payable on Acquiror Tax Returns that have been so filed, and, as at, the time of filing, Acquiror True 
Returns correctly reflected the facts regarding the income, business, ak;sets, operations., activities and the 
status of Acquiror and its Subsidiaries ( other than Taxes which are ber:flg contested in good faith and for 
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which adequate reserves are reflected on the Acquiror Balance Sheet); !:iii) Acquiror and its Subsidiaries 
have made provision for all Taxes payable by Acquiror and its Subsid~aries for which no A-cquiror Tax 
Return has yet been filed; (iv) the ch8J'ges, accruals and reserves for T4.x,es with respect to Acquiror and 
its Subsidiaries reflected on the Acquiror Balance Sheet are adequat~l under GAAP to cover the Ta.'\: 
liabilities accruing through the date thereof; (v) there is no action, suit proceeding,. audit or claim now 
proposed or pending against or with respect to Acquiror or any of its $ibsidiaries in respect of any Tax 
where there is a reasonable possibility of a material adverse dete~ination; and (vi) to the best of 
Acquiror's knowledge and belief, neither Acquiror. nor any of its S~bsidiaries is liable for any Tax 
imposed on any entity other than such Perso°' except as the result ef the application of Treas. Reg. 
Section l .1502-6 ( and any comparable provision of the tax laws of any $tate, local or foreign jurisdiction) 
to the affiliated group of which Acq~iror is the common parent. ~l 

1! 

. . . .. SECTION 4.14. Employee Benefit Plans. (a) Prior to the date ~1ereot: Acquiror has provided the 
Company witl'!- a list (set forth on Schedule 4.14) identifying each matif!riaJ '"employee benefit plan/' as 
defin~d in Section 3(3) of ERISA, each material employment, se-v~ance · or similar contrac~ plan, 
arrangement or policy applicable to any director7 or employee of Ac~uiror and each material plan or 
arrangement (written or oraJ), providing for compemation, bonuses, pr~fit-sharing, stock option or other 
stock related rights or other forms of incentive or deferred compensanon, vacation benefits, insurance 
coverage (including any self-insured arrangements}, health or medt;ea1 benefits, disability benefits, 
workers' compensation, supplemental unemployment benefits, severanpe benefits and post-employment 
or retirement benefits (including compensation, pension, health, medica; or life insurance benefits) which 
is maintained., administered or contributed to by Acquiror and cov~s any employee or director of 
Acquiror. Such plans (excluding any such plan that is a multiemploy~ plan) are referred to collectively 
herein as the n Acquiror Employee Plans.'' 

(b) Each Acquiror Employee Plan has been maintained in comj1iance with its terms and with the 
requirement.~ prescribed by any and all statutes, orders, rules and regulions (including but not limited to 
ERISA and the Code) which are applicable to such Pl~ except whetji failure to so comply would not, 
individually or in the aggregate, have a Material Adverse Effect on the ),Lcquiror. 

·I 
:r 

( c) Neither the Acquiror nor any affiliate of the Acquiror has inf mred a Jiability under Title IV of 
ERISA that has not been satisfied in full, and no condition exists th~t presents a material risk to the 

---·----···· "'··--•Acquiror-or"."any-affiliate-of:-the-Acquirorcccof:cincurring"'anyc·SUCh,,liabiH~pother·than,,liability·for,,premiums·--·~-­
due the Pension Benefit GUaJ;'anty Corporation (which premiums have b/~en paid when due). 

II 

(d) .Each Acquiror Employee Plan which is intended to be qmtlified under Section 401(a) of the 
Code is so qualified and has been so qualified during the period from ~s adoption to date, and each trust 
fonning a part thereof is exempt from federal income tax pursuant to Sd~tion SO l(a) of the Code. 

• 1• 
i, 

SECTIOl'l 4.15. Compliance with Laws. To the best of thd:knowledge of any of Acquiror's 
Chainnan, Chief Operating Officer, or Chief Financial Officer, !)either Acquiror nor any of its 
Subsidiaries is in violation Qf, or has since January 1:, 1999 vfolated,ijany applicable provisions of any 
laws, statutes, ordinances or regulations except for any violations tha~; individually or in the aggregate, 
would not reasonably be expected to have a Material Adverse Effect on!

1
Acquiror. 

i' 
SECTION 4.16. Finders' or Advisors' Fees. Except for Me1m Lynch & Co., whose fees will 

be paid by Acquiror, there ;s no investment banker, broker, finder or ci~ther intermediary which bas been 
retained by or is authorized to act on behalf of Acquiror or any of its sJbsidlaries who might be entitled to 
any fee or commission in connection with the transactions contemplate~i by this Agreement. 

.. 
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SECTION 4.17. Environmental Matters. Except as set forth/;in the Acquiroc SEC Documents 
filed prior to the date hereof and with such exceptions as, individuaJly ~r in the aggregate, have not had, 
and would not reasonably be expected to have, a Material Adverse Ejffect on Acquiror, {i) no written 
notice, notification, demand, request for information, citation, summdtns, complaint or order has been 
received by, and no investigation, action, claim, sui~ proceeding 4•r review is pending Ot:, to the 
knowledge of Acquiror or any of its Subsidiaries, threatened by any Per&on against, Acquiror or any of jts 

Subsidiaries, and no penalty has been assessed against Acquiror or an~ of its Subsidiaries, in each case, 
with respect to any matters relating to or arising out of any EnvirOlllllental Law; (ii) Acquiror and its 
Subsidiaries are and have been in compliance with aJI Environmenlial Laws; and (iii) there are no 
liabiHties of or relating to Acquiror or any of its Subsidiaries ~ating to or arising out of any 
Environmental Law o°f any kind whatsoever, whether accrued, ci;mtingent, absolute, determine~ 
determinable or otherwise, and there i$ no existing condition, situa.tid/n or set of circumstances which 
could reasonably be expected tr, result 'in such a liability. ~ 

. :1 

SECTION 4.18. Tax Treatment_ Neither Acquiror nor any of ~~s affiliates has taken or agreed to 
_take any action or is aware of any fact or circumstance that would prev~nt the Merger from qualifying as 
a 368 Reorganization. !1 

;( 

ii 
'I ARTICLES •I 

COVENANTSOFTHECOMPAI1 
;I ,; 
ii The Company agrees that: · 
6 

SECTION 5.01. Conduct or tbe Company. From the date h~~eof until the Effective Time, the 
Company and its Subsidiaries shall conduct their business in the ord~nary course consistent with past 
practice fllld shall use their reasonable best efforts to preserve intact/j their business organizations and 
relationships with third parties. Without limiting the generality of th;~ foregoing7 except with the prior 
written consent of Acquiror (which consent shall not be unreason~bly withheld or delayed) or as 
contemplated hy thls Agreement., from the date hereof until the Effectiv~~ Time: 

:1 . 

(a) the Company will not, and will not permit any of its Subsiidiaries to, adopt or propose any 
·••·•·-•-············· ..... ·cl1ange0in·its,eertificate,ofincorporationorbylaws;~.-.. -.. , .. cc:-·--~·0 ~-o-:·-:-cc·, ..... ;:··•··, ..... 0-,··· .. ,·.,·.-c .......... -.-. ,.,...-7 ··---····., .... , .•..••.•• , ...... :·······----·· .. 

I; 

(b) the Company will not, and ,will not permit any Subsidiary dtthe Company to, adopt a plan or 
agreement of complete or partial liquidation, dissolution, mer~r, consolidation, restructuring, 
recapitalization or other material reorganization of the Company or +.tY of its Significant Subsidiaries 
( other than a merger or consolidation between its wholly~owned Subsid1tafies); 

• ii 

( c) the Company will not, and will not pennit any Subsidi* of the Company to, issue, sell, 
transfer, pledge, dispose of or encumber any shares of, or securities coiuvertible into or exchangeable for, 
or options, warrants, calls, commitments or rights of any kind to acq~p-e, any shares of capital stock of 
any class or series of the Company or its Subsidiaries other than (i) is$ances pursuant to the exercise of 
convertible securities outstanding on the date hereof or issuances ptrsuant to stock based awards or 
options that are outstanding on the date hereof and are reflected ~ Section 3.05 or are granted in 
accordance with clause (ii) below and (ii) additional options or stocl~-based awards to acquire Shares 
granted under the terms of any Company Stock Option Plan as in effec~i on the date hereof in the ordinary 
course consistent with pa.st practice, but in no event covering more thaq;20,000 Shares in the aggregate; 

li 
(d) the Company will not, and will not permit any Subsidi~ of the Company to, (i) split, 

combine, subdivide or reclassify its Otltstanding shares of capital stock,~r (ii) declare, set aside or pay any 
ii 
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dividend or other distribution payable in cash, stock or property with ~pect to it.s capita] stock other than 
dividends paid by any Subsidiary of the Company to the Company or!;any wholly-owned Subsidiary of 
th ("' 'I e .. ompany; ., 

\l 
( c) the Company will not, and will not permit any Subsidi~ry of the Company to, redeem, 

purchase or otherwise acquire di.Jectly or indirectly any of the Corlipany's capital stock., except for 
repnrcha.c:es. redemptions or acquisitions (x) required by the terms of ~its capital stock or any securities 
outstanding on the date hereoft (y). required by or in connection with ~e respective terms, as of the date 
hereof, of any Company Emp)oyee Plan or any dividend reinvestment ritan as in effect on the date hereof 
in the ordinary course of the operations of such plan consistent with ~t practice or (z) effected in the 
ordinary course consistent with past practice; !i 

II 
(f) the Company will. not amend the tenns (including the terms J!f=Jating to accelerating the vesting 

or lapse of repurchase rights or obligations) of any outstanding optioits to purchase Shares, suspend or 
terminate or ~end the terms of a,iy existing Company Employee~~ or adopt any new Company 
Employee Plan> except that the Company shall, on or before the Closin~;Date: 

, 

ij 
(I) amend the 1999 Management Incentive Plan (the c:~") and the Company's Long-

Term Incentive Plans for the periods 1997-1999 (the "1991: LTIP"), 1998--2000 (the "1998 
L11P"), and 1999-2001 (the "1999 LTIP") (collectively, the!; "LTIPs") so that the provisions 
thereof governing time of payment will permit the Compan}!• to pay out all amounts payable 
thereunder on or before the Closing Date~ provided, however, ~at the Company covenants that if 
the Closing Date is not on or before December 31~ 1999, it wm!~ot make any payments under the 
Mil' or any of the L TIPs on or before December 31, 1999 ~without Acquiror' s prior written 
consent.; and · i'. 

•I 

~ 

(2) amend it-; Management Deferred Compensation P,san to provide that (A) from and 
after the Effective Ti.me:, no subaccount shall be maintained th~nnder that is denominated in or 
the amount of which is computed by reference to notional shar~s of any class of equity securities 
of the Company or Acquiror, and (B) effective as of the Effec~ve rime, the balance in any such 
subaccount shall be . computed in dollars (giving effect to Se~tion 1.04 of this Agreement and 

, ____ v,.-al~in~ !he' res~lri°-~ notional' A~~uiro~ _C~mm?~ 'St~ck at th~h~yc~!?:&~,~f ,!!i~,--£!.Q~mg)~_rices. of 
Acquiror's··common Stock on tHe NYSE on the five busines~ ·days immediately preceding the 
Closing Date) and trani;ferred to the other subaccount maints.irdbd thereunder (i.e., the subaccount 
the amount of which is computed by reference to the prime rat,ofinterest); 

.. , 

ll 
(g) the Company will not, and will not permit any Subsidiary of the Company to, make or commit 

to make any capital expenditure other than those set forth on the schedi~le of planned capital expenditures 
previously delivered to the Acquiror by the Company; :1 

j, 

r (h) except as disclosed in Schedule 5.01, the Company Jn not, and will not permit any 
Subsidiary of tl1e Company to, increase the compensation or benefits of any director, officer or employee, 
except for normal increases in the ordinary course of business consiste~t with past practice or as required 
under applicable Jaw or any existiflg agreement or commitment; ;/ 

i, 
(i) the Company wm not, and will not permit any of its Subs~iaries to, acquire (by purchase or 

lease) a material amount of assets (as measured with respect to the c~nsolidated assets of the Company 
and its Subsidiaries taken as a whole) of any other Person except for c~pital expenditures permitted under 
Section 5.0l(g); ~ 

'I 
;! ,, 
~! 
•I 
~ 

n 
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:i 
(j) the Company wilJ not, and will not permit any of its Suhs~diaries to., sell, lease, license or 

otherwise dispose of any material assets or property except p~u.ant to existing contracts or 
cnrnmitments; ·; · 

i1 

(k) except for any such change which is required by reason of a ~ncurrent change in GAAP or a 
rule or release promulgated by the SEC, the Company will not and will htot pennit any Subsidiary of the 
Company tot change any method of accounting or accounting practie1 (0th.er than any change for ta.x 
purposes) used by it; '1 ,, 

:• 
(l) the Company will not., and will not permit any Subsidiary 011 the Company to1 enter into any 

joint venture, partnership or other similar arrangement; :! 
·r 

: ii 
(m) the Company will no~ and will not permit any of its Sub~idiaries to, take any action that 

would make any represent.a.tion or warranty of the Company hereunder ~accurate in any respect at, or as 
of.any time prior to, the Effective Time; and ~ 

·, 
(n) the Company will not, and will not permit any of its Subsi~iaries to, agree or commit to do 

any of the foregoing. ·1 ,, 

SECTION S.02. CO:MPANY STOCKHOLDER MEETING; PROXY MATERIAL. The 
Company shall cause a meeting of i~ st.ockhoJders (the "Company S(bckbolder Meeting") to be duly 
called and held as soon as reasonably practicab)e, on a date reasonablf acceptable to Acquiror, for the 
purpose of voting on the approval and adoption of this AgreeII1ent ~d the Merger (the "Company 
Stockholder Approval"). Except as provided in the next sentence, the Bdiard of Directors of the Company 
sha11 recommend approval and adoption of this AgTeement by the Com~y's stockholders. The Board of 
Directors of the Compmiy shall be permitted t.o (i) not recommend to f!=he Company's stockholders that 
they give the Company Stockholder Approval or (ii) withdraw or modiff. in a manner adverse to Acquiror 
its recommendation to the Company's stockholders that they give the ·~ompany Stockholder Approval, 
only (x) if the Board of Directors of the Company determines in i~~ good faith judgment that it is 
necessary to so withdraw or modify its recommendation to comply withljits fiduciary duty to stockholders 
under applicable law, after receiving the advice of outside legal counse\~ and (y) if the Company and the 

---·····-se11tqLqffic:.ers;C'Jllld.dir:~t;lc:>rs.,.of.,1!1~.,Company-.have .. complieci,,"with,thei~:,.obligatiens"'sehforth.,.in·Section:-·· ····----
5.03. In connection with the Company Stockholder Meeting, the Comp~y (x) will promptly prepare and 
file. with the SEC, will use its reasonable best efforts to have cleared b)/\ the SEC and will thereafter mail 
to its stockholders as promptly as practicable the Company Proxy Staterliient and all other proxy materials 
for the Company Stock.holder Meeting, (y) wi11 use its reasonable best ~arts, subject to the immediately 
preceding sentence, to obtain the Company Stockholder Approval and t) will otherwise comply witJ1 all 
legal requirements applicable to the Company Stockholder Meeting. i 

·• SECTION 5.03. Other OIJ'el'!I. The Company and its Subsidiiies will not, and will not perm it 
any of its subsidiaries1 or any of its or their officers, directors, manage.rih.ent employees, or consultants or 
aay investment banker, attorney or accountant retained by the Conlf pany or any of its Subsidiaries 
( collectiveJy, .:'Representatives'' to, directly or indirectly, take any acti~ to solicit, initiate, encourage or 
facilitate the making of any Acquisition Proposal (as defined below) or ¥ny inquiry with respect thereto or. 
engage in discussions or negotiations with any Person with respect tltereto, or disclose any non-public 
infonnatiou relating to the Company or any Subsidiary of the Compan~;or afford access to the properties, 
books or records of the Company or any Subsidiary of the Company toJ: any PE,fson that has made, or that 
the Company, any of its Subsidiaries or any of its or any of its Subsidiaf~es' Repr~sentatives has res.son to 
believe, is considering making, any Acquisition Proposal; provided thaj nothing contained in this Section 
5.03 ~hall prohibit the Board of Directors of the Company from fumishi,ng information to, or entering into 
discussions or negotiations with, or affording access to the properties, !pooks or records of the Company 
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or its Subsidiaries to, any Person in connection with an unsolicited: bona fide Acquisition Proposal 
received from such Person so long a.q prior to furnishing infonnation Pio, or entering into discussions or 
negotiations with, such Person, (i) the Board of Directors of the CollJil,any determines in its good faith 
jud;~ment that !t _is necessaJ"?' to do so _to comply with its fidu:iary dutj[ to stockho!ders under applicable 
Jaw, after receiving the advice of outside legal counsel, and (11) the Cofupany receives from such Person 
an executed confidentiality agreement with terms no less favorable to tbe Company than those contained 
in the Confidentiality Agreement (a..c; defined in Section 7.03). Nothingl~ontained in this Agreement shaII 
prevent the Board of Directors of the Company from complying with Rl:J.Ie 14e-2 under the Exchange Act 
with regard to an Acquisition Proposal; pmvided that the Board of o,~ectors of the Company shall not 
recommend that the stodcholdeis of tlle Company tender tbeir shares ~n connection with a tender offer 
except to the extent the Board of Directors of the Company determine! in its good faith judgment (after 
consultation with its· financial advisors and receivillg the advice of d~tside legal counsel) that such a 
recommendation is-required to comply with the fiduciary duties ofthe ijoard of Directors of the Company 
to the Company's stockholders under applicable Jaw. The Company 'fill (a) promptly (and in no event 
later than 24 hours after rece~pt of any Acquisition Proposal) notify (wHich notic~ shall be provided orally 
and in writing and shall identify the Person making such Acquisition ~posal and set forth the material 
terms thereof) Acquiror after receipt.of any Acquisition Proposal, of ~y indication giving the Company 
any of its Subsidiaries or any of its or any of its Subsidiaries7 R~presentatives that any Person is 
considering i:p.aking an Acquisition Proposal and any request for non1t>ublic information relating to the 
Company or· any Subsidiary of the Company or for access to the p~perties, books or records of the 
Company or any Subsidiary of the Company by any Person that has mafe, or that the Company, any of its 
Subsidiaries or any of its or any of its Subsidiaries~ Representativ~s has reason to believe may be 
consjdering making, an Acquisition Proposal, and (b) will keep Ac~uiror informed of the status and 
material terms of any such Acquisition Proposal or request. The Opmpany will, and wiJI cause its 
Subsidiaries and its and their Representatives to9 immedjately ceasi and cause to be terminated all 
discussions and negotiations, if any, that have taken place prior to the ~te hereof with any Persons (other 
than Acqttiror and its affiliates) with respect to any Acqujsition Propos~~-

For purposes of this :Agreement, ''Acquisition Proposar' meanf, any offer or proposal for, or any 
indication of interest in, any (i) direct or indirect ncquisition or punihase of a business or assets that 
constitute I 0% or more of the net revenues, net income or the assets off.the Company and its Subsidiaries~ 

--- ·-·- _____ Ja\~~1l~cc-~'."'W,pftl~, .. (ii)Ai~ctJ).tjn9,~~~t.~c!~q\li~i!iqn,.or.,.pllfCll~~-,pf)J)j?~,,g(.'.,l11,QT~.,p('.CC~ny,,,~~s~c-:·Q(,~l.dDC-. 
securities of the Company or any of its Subsidiaries whose business tjpnstitutes I 0% or more of the net 
revenues, net income, operating income (before taxes) or assets of ~e Company and its Subsidiaries, 
taken as 'i whole, (iii) tender offer or exchange offer that if consumtnated would result in any person 
beneficialJy owning 10% or more of any class of equity securitie!~ of the Company or any of its 
Subsidiaries whose business constitutes I Oo/o or more the net revenJt:s, net income, operating income 
(before taxes) or assets of the Company and its Subsidiaries, ~en as a whole, or (iv) merger, 
consolidation, business combination, recapitalization, liquidation, ~'.-issolution or similar transaction 
involving the Company or any of its Subsidiaries whose business cqnstitutes 104>/o or more of the net 
revenue, net income, operating income (before taxes) or assets of the qbmpany and its Subsidiaries, taken 
as a whole, other than the transactions contemplated by this Agreeme¥ For purposes of this Agreement, 
"Superior Proposal" means any bona fide Acquisition Proposal for ori!in respect of at least a majority of 
the outstanding Shares on terms that the Board of Directors of the Colnpany determines in its good faith 
judgment (after consultation with a financial advisor of nationally /recognized reputation, taking into 
account all tbe tenns and conditions of the Acquisition Proposal, inqtuding any break-up fees, expense 
reimbursement provisions and conditions to consummation) are more!· favorable to all of the Company's 
stockhoJders than the Merger. !i 

• I 
I, 
I' ·~ 
,: 
:1 
'I 
?? 
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ARTICLE6 .: 
COVENANTS OF A·cQUIROR I 

!! ;, 
Acquiror agrees that: :, .. 

ii 
SECTION 6.01. Con.duct of Acquit·or. From tlte date hereof tintil the Effective Time, Acquiror 

and its Subsidiaries shall conduct their business in the ordinary course tconsistent with past practice and 
shall use their reasonable best efforts to preserve intact their business organizations and relationships with 
third parties. Without limiting the generality of the foregoing, and excepf. with the prior written consent of 
the Company (which consents sball not be unreasonably withheld or de,ayed) or as contemplated by this 
Agreement. from the date hereof.until the Effective Time: 1; . . ,. 

ii 
(a) Acquiror will not adopt a plan or agreement of complete ~r partial liquidation, dissolution, 

1 estructuring, recapitalization or other material reorganization of Acquir~r; 
!j 

(b) Acquiror will not, and will not permit any Subsidiaty of thel!Acquiror to, redeem, purchase or 
, • otherwise acquire directly or indirectly any of the Acquiror's capi~~ stock, except for repurchases, 

redemptions or .acquisitions (x) required by the tenns of its capital stoc~ or any securities outstanding on 
the date hereof, (y) required by or in connection with the respective teims, as of the date hereof, of any 
Acquiror Employee Plan. or any dividend reinvestment plan as in effect bu the date hereof in the ordinary 
course of the operations of suc::h plan consistent with past practice or (t) effected in the ordinary course 
consistent with past practice; i 

1! 
I: 

( c) except for any such change which is required by reason of al·concurrent change in GAAP or a 
rule or release promulgated by the SEC, the Acquiror will not, and wilt not pemit any Subsidiary of the 
Acqulror to, change any method of accounting or accountjng practic~; ( other than any change for ta."'-
purposes) used by it; !: 

~ 
(d) Acquiror will not, and will not permit any of its Suhsidi~s t07 take any action that would 

make any representation or warranty of Acquiror hereunder inaccurate ih any respect at, or as of any time 
prior to, the Effective Time; and ~ · 

'i 
·••. ·· ······ · ·(e)o-AcquirorwiJl·not;··and·wi1h1ot··permit·anyofit..-;-Subsidiarie~··toragree--:or·commit·t<>·do·any,or--
the foregoing. :I 

·i 

SECTION 6.02. Obligations of Merger Subsidiary. Acquirol~ wilt take all action necessary to 
cause Merger Subsidiary to perform its obligations under this Agreemer,.t and to consummate the Merger 
on the terms and conditions set forth in this Agreement. !/ 

SECTION 6.03. Form S-4. Subject to the terms and conditionJ of this Agreement Acquix'or shall 
prepare and file with the ~EC under the 1933 Act the Form S-4., and sh~l use its reasonable best efforts to 
cause the Form S-4 to be declared effective by the SEC as promp'1y as practicable. Acquiror shaU 
promptly take any action required to be taken under foreign or stat~ securities or Blue Sky laws in 
connection with the issuance of Acquiror Common Stock in connection [with the Merger. 

fl . 
SECTION 6.04. Stock Exchange Listing. Acquiror shall use 1b rea..c;onable best efforts to cause 

th~. shares of Ae<1uiror Common Stock to be issued in connection wi&h the Merger to be listed on the 
NYSE, subject to official notice of issuance. '[ 

. ;! 

SECTION 6.05. Director, Officer and Employee Liability. (f\) For six years after the Effective 
Time, Acquiror shalt indemnify and hold harmless the individuals whd: on or prior to tlte Effective Time 

,r 
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were officers, directors and employees of the Company or itsl; Subsidiaries (collectively, the 
"lndemnitees") with respect to aU acts or omissions by them in their ~apacities as such or taken at the 
request the Company or any of its Subsidiaries at any time prior to ~he Effective Time to tbe extent 
provided under the Company's certificate of incorporation and bylats in effect on the date hereo£ 
Acquiror shall cause the SurviYing Corporation to honor all indemnifica;ion agreements with Indemnitees 
(including under the Company's bylaws) in effect as of the date her&>f in accordance with the terms 
thereof. To the best knowledge of the Company, the Company ba.J, disclosed to Acquiror all such 
indemnification agreements prior to the dat-e hereof. :i 

,: 

(b) For six year~ ~r. µie Effecti~e Time, Acquiror shall erocure the provision of officers, 
and directors' liability insurance and employee practices jnsurance ~in respect of acts or omissions 
occurring prior to the Effective Time covering each such Person cutT~ently co~1ered by the Company's 
officers' and directors' liability insurance policy and employee practic~ insurance policy on teons with 
1espect to coverage and in amounts no less favorable than those of s~ch policies in effect on the date 
hereof; provided, that if the aggregate annual premiums for such inswaqbe at any ti.me during such period 
$hall exceed 200% of the per annum rate of premium paid by the Com~any and its Subsidiaries as of the 

: date hereof for such insurance, then Acquiror shalJ, or shaU cause its ~ubsidiaries to, provide on]y such 
· coverage as shall then be available at an annual premium equal to 200%jpf such rate. 

;: ., 
(c) · The obligations of Acquiror under this Section 6.05 s~ll not be terminated or modified 

in such a manner as to adversely affect any lndemnitee to whom thisj:Section 6.05 applies without the 
consent of such affected Jndemnitee (it being expressly agreed that the l;ndemnitees to whom this Section 
6.05 applies shall be third party beneficiaries of this Section 6.05). 'i 

SECTION 6,06. Employee Benefiu. (a) From and after the E~ctive Time, Acquiror shall cause 
the Surviving Corporation to honor in accordance with their terms all ~enefits and obligations under the 
LADD Fnmiture, Inc. Executive Retirement Plan (the "ERP''), the M~agement Deferred Compensation 
Plau and the employment agreements between the Company and c§frtain Executives and, subject to 
Section 6.06(b), the other Company Employee Plans, each as in effect ~n the date hereof (or as amended 
as pennitted by Section S.0l(f) or with the prior written consent of Acjuiror, which consent shall not be 
unreasonably withheld or delayed), to the extent that entitlements or rmhts exist in respect thereof as of 
the Effective Time. Acquiror and the Company hereby agree thatthe $nsmnmation of the Merger sh~ll 

--con~titute a. "Change lti Confiol')fot purpdses 'ofine~ Company OpW.1n"lr,Tans:·llie employment agreements··· ..... 
between the Company a.nd certain Executives, and the Supplemental R.~hrement Income Plan for Salaried 
Employees of LADD Fuin~ture, Inc. (the "SERP"}, pursuant to the telftins of such plans in effect on the 
date hereof. Except as provided in Section 6.06(f), no provision of this ~ection 6.06(a) shaIJ be constl1led 
~ a limitation on the right of Acquiror to amend or terminate any Co~pany Employee Plans which the 
Company would otherwise have under the tenns of such Company E~ployee PJan, and oo provision of 
this Section 6.06(a) shall be construed to create a right in any employe/e or beneficiary of such employee 
under a Company Employee Plan that such employee or beneficiary wpuld not otherwise have under the 
terms of such Company Employee Plan. ~I 

!1 
u 

(b) Except for any changes required by law or initiated b)1; insurance carriers, for one year 
following the Effective Time, Acquiror shall continue to provide to m;viduals who are employed by the 
Company and its Subsidiaries as of the Effective Time who remai111 employed . with Acquiror or any 
Subsidiary of Acquiror ("Affected Employees"), for so long as $ch Affected Employees remain 
employed by Acquiror or any Subsidiary of Acquiror, employee bene(fits (other than salary or incentive 
compensation) which, itt the aggregate, are no less favorable than th~se provided to employees of the 
Company prior to the Effective Time pursuant to the Company Emjployee Plans as provided to such 
employees immediately prior to the Effective Time. :i 

; ~ 
i; 
I 
ii :, 
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(c) Acquiror will, or wilt cause the Surviving Corporation to, gife Affected Employees full credit 

for purposes of eligibility, vesting, benefit accrual (including benefits ~crued under any defined benefit 
pension plans) and detem1ination of the Jevel of benefits under ~y employee benefit plans or 
arrangements maintained by Acquiror or any Subsidiary of Acquirqp for such A:ffecred Employees' 
service with the Company or any Subsidia,y of the Company to th( same extent recognized by the 
Company immediately prior -to the Effective Time; provided, however~ that (i) in the case of a qualified 
rlefined benefit plan maintained by Acquiror or its Subsidiaries7 seil;vice prior to 1997 shaJl not be 
recognized; (ii) in the ca.~e of a non-qualified defined benefit plan of ~quiror or any of its Subsidiaries, 
pre-Effective Time service of an Affected Employee with the Comp~y or any of its Subsidiaries for 
benefit accrual purposes for such period of time as an Affected Emproyee is credited wjth service for 
benefit accrual purposes under the ERP; es_ in effect on the date hereof~: shall not be recognjzed; and (iii) 
in the case of a qualified or non~qu.Uified defined contribution plan of A;-cquiror or any of its Subsidiaries, 
Acquimr 5hall he required only to rebognize pre-Effective Time partici~tion of an Affected Employee in 
<1, ~ualiped ·or non-qualified defined contribution plan of the Comp~y or any of its Subsidiaries for 
p~oses of determining eligibility for matching or other contributions ~id the level of such contributions. 

II 

:( d) Acquiror will, or will cause the Surviving Corporation to, 4li) waive all limitations as to pre­
elisting conditions, exchisions and waiting periods with respect!i to participation and coverage 
requirements applicable to the Affected Employees under any welfare ~enefit plans that such employees 
may be eligible to participate in after the Effective Time, other than liml,tations or waiting periods that are 
already in effect with respect to such employees and that have not been~satisfied ~ of the Effective Time 
under any welfare plan maintained for the Affected Employees immedp.tely prior to the Effective Time, 
and (ii) provide each Affected Employee with credit for any co-payment, and deductibles paid prior to the 
Effective Time in satisfying any applicable deductible or out-of.-pock~ requirements under any welfare 
plans tllat su~~':Fployees are eligible to participate in after tJ1e Effectivf Time. 

'"' • . ,I 

(e) A.cftuiror agrees to cause the benefits payable pursuant to th!b tem1s of the SERP to be paid to 
the beneficiaries'-of the SERP promptly following the Effective Time. :! 

. r, 

(f) Acquiror agrees that the ERP and the Management Defe,red Compensation Plan shall be 
administered iri accordance with the past practices and interpretati~ns of the Company's Board of 
Directors and the Corporate Benefits Committee (the "Committee") (lµcluding those past practices and 

··---··----·-· •····· .,.·--·····interpretations,previously·disclQSed0by0tlte·°Companyto·Acquiror)'witlrtespectto0eligibility;cvesting;-·term···"· 
and payment, among other matters. Any question regarding the past ptactices and interpretations of the 
Company's Boerd of Directors and the Committee and the applicatiop, thereof to the type of facts and 
circumstances in a given case shall be referred to _the Comm1ttee for a 1pna1 decision with respect thereto, 
which decision shall not be inconsistent with the intention of this Agree~ent and the Merger. 

J 
(g). If it is detennin~d that any payment or distribution of an{~ type to or for the benefit of an 

Affected Employee or any participant in a Company Employee Pla/11 (the "Recipienf') made by the 
~ompany, the Acquiror, or any Subsidiary of the Company or the A~uiror, or by any affiliate of such 
Person, whether paid or payable or distributed or distributable purs~ant to the terms of a Company 
Employee Plan or otherwise (the "Total Payments''), would be subj~ct to the. excise tax imposed by 
Section 4999 of the Code or any interest or penalty with respect to ~~uch excise tax (such excise ta.x, 
together with any such interest or penalty, are collectively referred 1:o as the "Excise Tax"), then the 
Recipient shalJ be entitled to receive an additional payment (an "Ex.cis~ Tax Restoration Payment") in an 
amount that shaJl fund the payment by the Recipient of any Excise T~~ on the total payments, as well as 
all income taxes imposed on the Excise Tax Restoration Payment, an~ excise tax imposed on the Excise 
Tax Restoration Payment, and any interest or penalties imposed with ,;espect to taxes on the Excise Ta.-x 
Restoration or any Excise Tax. :I 

(, 
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ARTICLE7 !! 
COVENANTSOFACQUffl.ORANDTHECOMPANY 

:! 
·n1e parties hereto agree that: 

,, 

f4)035 

SECTION 7.01. Reasonable Best Efforts. The Company ru/ld Acquimr shall each cooperate 
with the other and use ( and shall use reasonable best efforts to cause ti:+ir respective Subsidiaries to use) 
their respective reasonable best efforts to promptly (i) take ot cause~ be ta.ken all actions, and do or 
cause to be done all things, necessary, proper or advisable under this igreement and applicable laws to 
consummate and make efrective the Merger and the other transactions cli>ntemplated by this Agreement as 
soon as practicable, -including; without limitation, preparing and fiJ~ as promptly as practicable all 
documentation to effect all necessary filings, notices, petitions, statemfnts, registrations, submissions of 
information, applications and other documents and (ii) obtain all al?provals, consents, registrations, 
permits, authorizations and other confirmations required to be obtaine~ from: any third party necessary, 
proper or advisable to consummate the Merger and the other tr~actions contemplated by this 
Agreement. Subject to applicable Jaws relating to the exchange o:ff~ information, the Company and 
Acquiror Sil:~11 ba~e the right to review in advance, and to the extentr:practicable each will consult the 
other on, aU the information relating to the Company and its Subsidiariet? or Acquiror and its Subsidiaries, 
as the case ffl:ay be, that appears in any filing made with, or written mat"rials submitted to, any third party 
and/or any goyemmental authority in connection with the Merger and dr;e other transactions contemplated 
by this Agreement. :1 

' i 
SEC~ION 7 .Ol. Certain Filings, The Company and Acquiro~i shall cooperate with one another 

(a) in conneci:ion with the preparation of the Company Proxy Stat4ment and the Form S-4, (b) in 
detennining whether any action by or in respect of, or filing with, a.th, governmental body, agency or 
official, or authority is required, or any actions, consents, approvals or ~aivers are required to be obtained 
from parties to any material contracts, in connection with the c~summation of the transactions 
contemplated by this Agreement and (c) in seeking any such actions, ponsents1_approvals or waivers or 
ma.king any such filings1 furnishing information required in coonectiob therewith or with the Company 
Proxy Statement or the Form S-4 and seeking timely to obtain any su;h actions, consents, approvals OT 
waivers. 

SECTION 7.03. Access to Infonnaffon. From the date herecff until the Effective Time, to the 
extent permitted by applicable law, the Company and Acquiror wil1 ijgive the other party, its counsel, 
financial advisors, auditors and other authorized representatives r~asonable access to the offices, 
properties, books and records of such party and its Subsidiaries during!:normal business hours, furnish to 
the other party1 its counsel, financial advisors, auditors and other author{lzed representatives such financial 
and operating dar11 and other information a,;; such Persons may reasonab~ request and will instruct its own 
employees, counsel and financial advisors to cooperate with the oth~- party in its investigation of the 
business of the Company or Atquiror, as the ease may be; provided ~at no investigation of the other 
party's business sh.all affect any representation or warranty givenJj by either party hereunder. AJJ 
information obtained by Acquiror or the Company pursuant to this S3Ption shall be kept confidential in 
accordance with, and shall otherwise be subject to the terms of, the Co~fidentiality Agreement dated June 
17, l 999 between Acquiror and the Company (the «Confidentiality Agr!bement,'). 

. I 
I· 

SECTION 7.04 .. Public Announcements. Acquiror and the ~Company will consult with each 
other before issuing any press release or making any public statement ~Ith respect to this Agreement and 
the transactions contemplated hereby and shall not issue any such pres) release or make any such public 
statement witbout the prior consent of the other party, which consent !'1all not be unreasonably withheld 
or delayed. Notwithstanding the foregoing., any such press release or p;blic stateihent as may be required 

~ 
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by applicable law or any listing agreement with any national securitie~! exchange may be issued prior to 
such consultation, if the party making such release or statement has use,::! its reasonable efforts to consult 
with the other party. :1 ,. 

r. 
SECTION 7.05. Further Assu11tnces. At and after the E.ffecti~e Time~ the officers and directors 

of the Surviving Corporation wilJ be authorized to execute and deliver,f: in the name and on behalf of the 
Company or Merger Subsidiary, any deeds, bills of sale, assignments o~ assurances and to talce and do> in 
the name and on behalf of the Company or Merger Subsidiary, any iother actions and things to vest, 
perfect or confirm of record or otherwise in the Surviving Corporation #,ny and all right, title and interest 
in, to and under auy of the rights, properties or assets of the Company !~cquired or to be acquired by the 
Surviving Corporation as a result of, or in ·connection with, the Merger. ~ 

,; 

SECTION 7.06. Notices of Certain Events. (a) Each of the Company and Acquiror shall 
promptly notify the other party of: ~! 

j 

(i) any notice or other communication from any Person alleging}that the consent of such Person is 
or may be required in connection with the transactions contemplated by !this Agreement; and 

• . :1 

(ii) any notice or other communication front any governmental ;!or regulatory agency or authority 
in connection with the transactions contemplated by this Agreement. '.! 

;I 
(b) lbe Company end Acquiror shall promptly notify the other loarty of any actions, suits, claims, 

in ,•estigations or proceedings commenced or, to the best of its knowledge threatened against, relating to 
or involving or otherwise affecting such party or any of its Subsidiaries ~hich relate to the consummation 

· of the transactions contemplated by this Agreement. 

SECTION 7.07. Afaliates. (a) The Company shall use its r~onable best efforts to deliver to 
Acquiror, .~thin 15 days of the date hereof, a letter agreement subst~ntiaHy in the form of Exhibit A 
hereto ex~M~~d by each Person listed on Schedule 7.07(a). lj 

. it~ . !j 

(b) .'?r:i_or to the Effective Time, the Company shall cause to ~e delivered to Acquiror a letter 

identifyiog, tti.-the best of the Company's knowledge, alt Persons who~are, at the time of the Company 

· ·--··-··· --i:~~:e~~ia!iat~~;'r!;!:f:J":~!-J::5f~~~W;;~~Jt·;>:;:~/l!-······ 
purpose of reviewing such list. TI1e Company shall use its reasonable !;best efforts to cause each Person 
who is so identified as an affiliate to deliver to Acquiror on or pri~r to the Effective Time a Jetter 
~,reement substantially in the form of Exhibit A to this Agreement. :: 

!1 

SECTION 7.08. Tax Treatment. (a) Each of Acquiror and i\the Company shall not take any 
action and shall not fail to take any action which action or failw-e td'. act would prevent, or would be 
reasonably likely to preven~ the Merger from qualifying as a 368 Reo+ization . 

. , 
'I 

(b) Acquiror shall use its reaso11able best efforts to provide Jo Miller., Canfield, Paddock and 
Stone, P.L.C. and to Kilpatrick Stockton LLP a certificate substantialt in the form attached hereto as 
Exhibit B-1. The Company shall use its reasonable best efforts to prctide to Miller, Canfield, Paddock 
and Stone, P .L.c. and to Kilpatrick Stockton LLP a certificate substanti~lly in the form attached hereto as 
Exhibit B-2. ;; 

':. 
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Ii • SECTION 8.01. Conditions to the Obligations of Each~ Party_ .The obligations of the 
Company, Acquiror and Merger Subsidiary to conswnmate the Merger~re subject to tlie satisfaction ( or~ 
to the extent legally permissible~ waiver) of the following conditions: ·· 

(a) this Agreement and the Merger shall have been approved b~!the stockholders of the Company 
in accordance with North Carolip_a ~aw; 

1

/ 

.~:.~::. . i: 
(b) any applicable waic;ing ·period under the HSR Act reJating td; the Merger shall have expired or 

been terminated; · 1! 
.1 
i[ 

( c) no provision of any applic~ble law or regulation and no jud~ent, injunction, order or decree 
shall prohibit or-enjoin the consummation of'the Merger; i 

. .I 
~ ~ 

(d) the Form S-4 shall have been declared effective under ~he 1933 Act and no stop order 
suspending the effectiveness of the Form S-4 shall be in effect and no woceedings for such purpose shall 
be pending before .or threatened by the SEC; and .; 

I, 
II 

(e) the shares of Acquiror Common Stock to be issued in the M*ger shall have been approved for 
listing on the NYSE, subject to official notice of issuance. !, 

. :1 

SECTION 8-02_ Conditions to the Obligations of Acqw.J. and Merger Snbsidiary. The 
ohligations of Acquiror and Merger Subsidiary to consummate the Meiiger are subject to the satisfaction 
( or, to the extent legally permissible~ waiver) of the following further co~ditions: ,. 

ii 
(a) (i) the Company sbaJI have performed in all material respec~ all of its obligations hereunder 

required to be performed by it at or prior to the Effective Time, (ii) ttiJ.represent.ations and warranties of 
the Company contained in this Agreement and in any certificate oj~ other writing delivered by the 
Company pursuant hereto shall be true and correct (without givinf effect to any limitation as to 
1

'materiality') or_ ((Material A~verse Effect', set forth therein) at ~d .. ~ itll~-~!~~~!!:.!~~-=--a~---!~ ~!~: ... !t __ ,-_, ----,,-:--and·as,of.·such·tune·(except0to·the·,extent'expressly made·~-of~a1f eatheq:date ), exceptwfieretfie· failure of -,--~~ 
such representations and warranties to be true and correct (without giting effect to any limitation as to 
"materiality" or "Material A~verse Effect" set forth 1herein) would no~~ individually or in the aggregate, 
have a Material Adverse Effect on the Company and (iii) Acquiror shalJj have received a certificate signed 
by a the Chief Executive Officer and the Chief Financial Officer of the ~~ompany to the foregoing effect; 

jl 
(b) there shall not be instituted or pending any action or proceeding by any governmental 

authority ( whether domestic, foreign or supranational) . before any cd~rt or government.al authority or 
agency, domestic, foreign or supranational, (i) seeking to restrain, proh~bit or otherwise interfere with the 
ownership or operation by Acquiror or any Subsidiruy of Acquiror of ai,1 or any portion of the business of 
the Company or any of its Subsidiaries or of Acquiror or any of its Su'tij;idiaries or to cornpel Acquiror or 
any Subsidiary of Acquiror to dispose of or hold separate an or any pol'ton of the business or assets of the 
Company or any of its Subsidiaries or of Acquiror or any of its Sub~;diaries, (ii) seeking to impose or 
confirm limitations on the ability of Acquiror or any Subsidiary of A~quiror effectively to exercise full 
rights of ownership of the Shares ( or shares of stock of the Survivi~ Corporation) including, without 
limitation, the right to vote any Shares (or sl1ares of stock of the Sunrfrving Corporation) on any matters 
properly presented to stockholdets or (iii) seeking to require divesoami! by Acquiror or any Subsidiary of 
Acquiror of any Shares (or shares of stock oft11e Surviving Corporatiofll) if any such matter refe1Ted to in 
clause (i), {ii) or (iii) hereof could reasonably be expected to resuldi in a substantial detriment to the 

! 
'i 
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Acquiror and its Subsidiaries (including the Company and its Subsidi~es), taken as a whole (any such 

substantial detriment being referred to in this Agreement as a "Substanti~l Detriment"); 
:, 

( c) there shall not be any statute, rule, regulation, injunction~ of er or decree, enacted, enforce~ 
promulgate4. entered issued or deemed applicable to the Merger and th/~ other transactions contemplated 
hereby ( or in the ca'ie of any statute, rule or regulation, awaiting si~ature or reasonably expected to 
become law),. by any court, government or governmental authorityµ or agency or legislative body, 
dome.c;tic, foreign or supranational, that is reasonably likely, direc~y or indirectly, to result in a 
Substantial Detriment; ·i 

~! 
(d) (i.) all required approvals or consents of any governmenf11 authority (whether domestic, 

foreign or $upranational) in connection with the Merger and the con50$mation of the other transactions 
contemplat~d hereby shall hav~ been obtained (and all relevant~ statutbiy, regulatory or other 
governmental waiting periods, whether domestic, foreign or supranatiora.1, shall have expired) unless the 
failure to recejve any such approval or consent would not be reasonab4, likely, directly or indirectly, to 
result in a Substantial Detriment and (ii) alt such approvals and consen* which have been obtained shall 
be on terms that are not reasonably likely, directly or indirectly, to resul~in a Substantial Detriment; 

j ,: 
(e) Acquiror shall have received an opinion of Miller, Canfi~d, Paddock and Stone, P.L.C. in 

fonn and substance satisfactory to Acquiror, dated the Closing Date, 'Ct> the effect that, on the basis of 
certain facts, representations and assumptions set forth in the opinio~o the Merger will be treated for 
federal income ta.."" purposes 8S a reorganiz.ation qualifying under the palpvisions of Section 368(a) of the 
Code and each of Acquiror7 Merger Subsidiary and the Company wil, be a party to the reorganization 

within the meaning of Section 368(b) of the Code. In rendering sue~ opinion, such counsel shall be 
entitled to rely upon certain representations of officers of Acquirdf and the Company reasonably 
requested by counsel, including without limitation th.ose contained in ce~ificates substantially in the form 
attached as Exhibits B-1 and B•2; :i 

. ~ 

(f) since the date of this Agreement, there shall not have been aqy event, occurrence, development 
or state of circumstances which, individually or in the aggregate, ~ had or would reasonably he 
e:xpected to have· a Material Adverse Effect on the Company. ;/ · 

I• 

i' 
fg)=thtf"·p·ruties ··shaJ1-"have·0·receiYed'-·a11~~-required·,-approvals:~--ai#f·cthird·party·consents"~·1isted,-o1r·· ·· ---

. I' 
Schedule 8.02(e); ,1 

;I 
11 

(h) Affiliate Agreements in fonn of Exhibit A, executed by eaci; Person who could reasonably be 
deemed to be an "affiliate" of the Company (as that term is used in Rri~e 145 under the 1933 Act), shall 

l\Ave been delivered to Acquiror and shall be in full force and effect. !: 
:J 

SECTION 8.03- Conditions to the Obligations of the 4mpany. The obligation of the 
Company to consummate the Merger is subject to the satisfaction ( or,l;to the extent legally permissible, 
waiver) of the following further conditions: )j 

(a) (i) Acquiror shall have perfonned in all material respect~! all of its obligations hereunder 

required to be perfonned by it at or prior to the Effective Time, (ii) thdl representations and warranties of 
Acquiror contained in this Agreement and in any certificate or 0th.fr writing delivered by Acquiror 
pursuant hereto shall be 1rue and correct (without giving effect to ant limitation as to ')naterialit.y" or 
"Material Adverse Etfectn set fortl1 therein) at and as of the Effective ;fune as if made at and as of such 
time (except to the extent expressly made as of an eatlier date), ~cept where the failure of such 
representations and warrant~es to be true and correct (without givwg effect to any limitation as to 
"materiality" or "Material Adverse Effect" set forth therein) would nof,, · individually or in the aggregate, 

:: 
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have a Material Adverse Effect on the Acquiror and (iii) the Compan~; shall have received a certificate· 

signed by an executive officer of Acquiror to the foregoing effect; ;! 
Ii 
ff 

(b) the Company shall have received an opinion of KilpatriGk St'hckton LIJ> in fonn and substance 
satisfactory to the Company, dated t11e Closing Date, to the effect t+r., on the basis of certain facts~ 

representations and assumptions set forth in the opinion, the Merger wil{i be treated fur federal income ta.x 
purposes as a reorganization-qoa)ifying under the provisions of Sectio~ 368(a) of the Code and each of 

Acquiror, Merger Subsidiary and the Company will be a party to the reotganization within the meaning of 

Section 368(b) of the Code. In rendering such opinion~ such counsel sha'JJ be entitled to rely upon certain 

representations of officers of Acquiror and the Company reasonably ~requested by counsel, including 

without li.m itation those contained in certificates substantially in the font:\ attached as Exhibits B-1 and B-

2. In_ the event that such counsel does not render such opinion, thi~; condition shall nevertheless be 

satisfied if the same opinion delivered to the Acquiror pursuant toliSection 8.02{e) above shall be 

deliver¢d to the Company and shall be reasonably satisfactory to the Co~pany in fonn and substance; and 
I • 
I 

·· ( c) since the date of this Agreement, there shall not ha~ been any event, occurrence, 

development or state of circumstances which, individually or in tn,e aggregate, has had or would 

reasonably be expected to have a Material Adve1se Effect on Acquiror. 11 

! 
.... 

ARTICLE9 
TERMINATION 

·i ,, 
:1 

•I ,, 
;, 
:, 

SECTION 9.01. Termination. This Agreement may be ten1!tinated and the Merger may be 

abandoned at any time prior to the Effective Time (notwithstanding any approval of this Agreement by ., 
the stockholders of the Company): :! 

ii 
(a) by mutual written consent of the Company and Acqoiror; 

(b) by either the Company or Acquiror, 

___ ··•"··~•-•c:~·(D if ~e M~ ~~ n?t,.bee11 ... cc,nsUJn,f!l~ted b~.M~ch 31, ~J>.QO (the"E~d D~te')~ ··--··-~-. 
provided that if (x) the Effective Time bas not occurred by such l~te by reason of non-satisfaction·· 
of any of the conditions set forth in Sections 8.0l(b), 8.0l{d), (.02(bl, 8.02(c) or 8.02(d) and (y) 

all other ¢onditions in Article 8 have theretofore been sa~fied or (to the extent legally 

permissible) waived or are then capable of being satisfied, thetlEnd Date will be June 30, 2000; 

provided further that the right to terminate this Agreement undlr this Section 9.0l(b)(i) shall not 

be available to any party whose failure to :fulfill in any material: respect any obligation under this 
Agreement b~ caused or resulted in the failure of the Effecti~ Time to occur on or before the 

End Date; or ~ 
. J; 

· (ii) if the Company Stockholder Approval shall not hai!'e been obtained by reason of the 

failu~ to obtain the required vote at a duly held meeting of~tockholders or any adjournment 

thereof. · ii 

( c) · by either the Company or Acquiror, if there shall be ~y law or regulation that makes 

consnmmntion of the Merger illegal or otherwise prohibited or if ruiY judgment, injunctio~ order or 

decree enjoining Acquiror or the Company from consummating the Mer,ger is entered and such judgment, 

injunction, order or decree shall become final and nonappea1ab1e; :l 
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( d) by Acquiror, if the Board of Directors of the Company s4an have failed to recommend or 
withdrawn or modified or changed in a manner ~dverse to Acquiror iis approval or recommendation of 
this Agreement or the Merger or shall have failed to call the Company ~lockholder Meeting in accordance 
wit11 Section S.02, or shall have recommended· a Superior Proposal ~r the Board of Directors of the 
Company resolves to do any of the foregoing); .! 

·' 

(e) by the Company, if (i) the Board of Directors of the cJmpany authorizes the Company, 
~ubject to complying with the terms of this Agreement, to enter i~to a binding written agreement 
concerning a 1Jansaction that constitutes a Superior Proposal and ilie Company notifies Acquiror in 
writing that it intends to enter into such an agreement, attaching ~e most current version of such 
agreement ( or a description of all material tetms and conditions thereofJ; to such notice, (ii) Acquiror does 
not make, within three business days ~f receipt of the Company's wri~n notification of its intention to 
enter into a binding agreement for a Superior Proposal, an offer th~t the Board of Directors of the 
Compapy determines, in good faith after consultation with its fmancial Mvisors, is at least as favorable to 
the stockholders of the Company as the Superior Proposal, it being undtstoodthat the Company shall not 
enter into any ~ucf1 binding .agreement during such three-day period atjld (iii) the Company ptior to such 
termination pursuant to this ~lause (e) pays to Acquiror in hnmediatel)f available funds tbe fees required 
to be paid pursuant to Section 10.04. The Company agrees to notify A~quiror promptly if its intention to 
enter into a written agreement referred to in its notification shall change at any time after giving such 
notification or ;: 

;i 
·1 

The paxty dt-.siring to terminate this Agreement pursuant to ~lause (b ), ( c ), ( d) or ( e) of this 
Section 9.01 shall give written notice of such termination to the otherr,party in accordance with Section 
10.01 .• specifying the provisi•~m hereof pursuant to which such terrninati~n is effected. 

SECTION 9.02. Effect of Termination- If this Agreement ts terminated pursuant to Section 
9 .0 l, this Agreement shall become void and of no effect with no Jiabiltty on the part of any party hereto, 
except that (a) the agreements contained in this Section 9.02, in Sectio~ 10.04, and in the Confidentiality 
Agreement shall survive the termination hereof and (b) no such termin~tion ~halJ relieve any party of any 
liabili~ or damages resulting frorn any willful breach by that party of ~s Agreement. 

:j ,,, '"" "" '"'J,", ,,,,,,,,,,,,,,,,,,~, """"'~' ,,.,_,,_,_,,,~,,,,,,, 

ARTICLE 10 1i 

MISCELLANEOUS :! 
tl 

SECTION 10.01. Notices. All notfoes, requests and oth~; communications to any party 
hereunder shall be in writing (including facsimile or similar writing) anil shall be given, 

'! 

ifto Acquiror or Merger Subsidiary, to: 

La-Z-Boy Incorporated 
1284 North Telegraph Road 
Monroe, .Michigan 48162 
Attention: President 
Fax: 734-457-2005 

with a copy to: 
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. · ...... 

Miller, Canfield, Paddock and Stone, P.L.C. 
150 West Jefferson Avenue, Suite 2500 
Detroit, Michigan 48226 
Attention: David D. Joswick 
Fax: 313-496-8451 

if to the Company, to: 

LADD Furniture, Inc. 
4620 Gran~yer Parkway 
Greensboro;North Carolina 27407 
Attention: President 
Fai: 336-315---4399 ·-.·;. ~ 

. : : : . · • .: ·~ .w.ith ·a copy tm ' .... ··. 

Kilpatrick Stockton LLP 
100 l West Fourth Street 
Winston-Salem, North Carolina 27101 
Attention: Robert E. Esleeck 
Fax:336-607-7505 

'41041 

! 

:1 ,, 

=, 

or such other address or facsimile number as such party may hereafter slf:ecify for the purpose by notice to 
tJ1e other parties hereto. Each such notice, request or other comtnunica~on shall be effective (a) if given 
by facsimi,le~ when such facsimile is transmitted to the facsimile numbet, specified in this Section and the 
appropriate facsimile confinnation is received or (b) if given by any o$er means,. when delivered at the 
address speci~ed _in this Section. :l 

~ 

SECTION 10.01. Non-Survival of Representations and Wa~ranties. The representations and 
warranties contained herein and in any certificat.e or other writing de~ivered ~ursuant hereto shall not 
survive the Effective Time or the termination of this Agreement ! 

u 
-,-,-=-.,,..,,----:---:-c---~c:-,r-:1 ~:-,-c:----··-···•·"•··-·~-------··--------········ 

the Exh~:!C!~O:b~!!~!:~~~::;'!1!!':t~~?v::Jor::;t:t~!~v~f t:;,~~~=ii 
such amendment or waiver is in writing and signe~ in the case of$ amendment, by the Company, 
Acquiror and Merger Subsidiary, or in the case of a waiver, by the party/!against whom the waiver is to be 
effective; provided that after the adoption of this Agreement by the stoc~olders of the Company, no such 
amendment or waiver shall, without .the further approval of such stoq,kbolders, alter or change (i) the 
amount or kind of consideration to be received in exchange for anfy shares of capital stock of the 
Company, (ii) any term of the certificate of incorporation of the Surviv~g Corporation or {iii) any of the 
terms or conditions of this Agreement if such alteration or change woU;ld adversely affect the holders of 
any shares of capital stock of the Company. :! ., 

,\ 
(b) No failure or delay by any party in exercising any righ4 ~wer or privilege hereunder shall 

operate as a waiver thereof nor shall any single or partial exercise thefeof preclude any other or further 
exercise thereof or the exercise of any other right, power or privilegf The rights and remedies herein 
provided shell be cumulative and not exclusive of any rights or remedie~j provided by law. 

•I 

SECTION 10.04. E~penses. (a) Except as otherwise specifiedhn this Section 10.04 or agreed in 
writ.i.ug by the parties, all costs and expenses incurred in connectir.n with this Agreement and the 
transactions contemplated by this Agreement shall be paid by the pai,y incurring such cost or expense; 

r: 

i: ,, 
:• 
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provide4.--~~~v·er, that if this Agteement is terminated by Acquiror witlt!out consummation of the Merger 
pursuant.-to·.~t9tion 9.0I(d) or as a result of any willful breach by the ~ompany of its obligations under 
this Agreeiben( or Acquiror becomes entitled to the fees provided foi in Section 10.04{b)(ii), tl1en aJI 
costs ~d- e~-~n1f?S incurred by Aequiror shall be paid by the Company. ;f 

·. - . ,, 
(l?) Jf: • •.• I ,; 

~ j (i) Acquiror shall terminate this Agreement pursuant to Section 9.0l(d), unless at the time 
of sue failure to recommend, withdrawal or adverse modifica~on or change> failure to call the 
Comp ny Stoc~holder Meeting or recommendation of a Superi~r Proposal any of the conditions 
set fo in Section 8.01{ct) or 8.03(c) would not ha'Ye been satis1ed as of such date and would not 

nabl:5' capable of being satisfied, f: 
. ~ 

(ii) either the Coiqpany or Acquiror shall tenninate thi!~ Agreement pursuant to Section 
ii) in circumstances where the Company Stockholder AirProval has not been obtained and 
the Company Stockholder Meeting an Acquisition PropjsaJ is made by any Person and if 

the C pany enters into a definitive agreement within twelvej!ffionths after termination of this 
Agree ent either ( 1) in respect of any Acquisition Proposal Mwith such Person or any of its 
affilia s or (2) in respect of any Acquisition Proposal with any 4ther Person ( other than Acquiror 
or any affiliate of Acquiror) providing, in the case of this cla.usd[(2), greater value per Share than 
an am unt equal to the product of the Exchange Ratio and the ~verage of the closing prices per 
share f Acquiror Common Stock on the NYSE on the five bus~ess days immediately preceding 
the. d! e of this Agreement, or J 

. ~- :· (iii) the Company shall terminate this Agreement pursu~1t to Section 9.0J(e), 

then in any ·c., e as described in c)ause (i), (ii) or (iii) (each such case of~ennination being referred to as a 
"Trigger Even .') tlje Company shall pay to Acquiror (by wire transfer of immediately available funds not 
later than the ate oftennination of this Agreement or, in the case of cla~se (ii}, the date of such definitive 
agreement) art ·_amount equal to $7,000,000. Acceptance by Acquiror ~f the payment referred to in the 
foregoing sen nee shall constitute conclusive evidence that this Agreefoeni has been validly terminated 
and ~pon ac· .' pblnce of p~yment of .s~<;h amou~t th~. Cornp~y shtlll. l~e !\lllY r~)~~ed aild disc~a~;e? 

·····-·--·····~ ··c~·--.······1rom anyT~"11fy·or·olitigation·resiilfiiig .. rromor uncler .. ffiis Agreement·~;ffier"than as provide<f1n .. --Sections·~· 
9.02 and l ~- ·.. ;: 

si ·. ·.:-. _ON 10.05. Successors and Assigns. The provisions o~(ttiis Agreement shall be binding 
upon and in. · .to :the bene~ of the parties hereto and their respective ~uccessors and assigns; provided 
that no paJ!Y' .=~· ay assign, delegate or otherwise transfer any of its l:rights or obligations under this 
Agree ent w: ut the consent of the other parties hereto except that N[erger Subsidiazy may transfer or 
assign, in· wji J or from time to time in part, to one or more of i~ affiliates, its rights Wlder this 
Agree pnt, b. t tny such transfer or assignment will not relieve Me1'er Subsidiary of its obligations 
hereun er. ;•~. "',I .1 

".£: a: I ' . r~· . ·'·I · ,f 

.,·· f!'.: N 10.06. Governing Law. This Agreement shall be Jonstrued in accordance with and 
gove .d: . ~t ! • ·1aw of the St.ate of Michigan, without regard to principtt,s of conflicts of law. 

· l::· ·• :·: · 11 

.. SE~~ )IN 10.07 - .Jurisdiction. Any sui~ action or proceedingj1seeking to enforce any provision 
of, or bas~cJ.{ · any matter arising out of or in connection with, th~ Agreement or the 1ransactions 
conce plat'rd h reby may be brought in any federal or state court )oca!ed in the State of Michigan, and 
each th~ a ·es hereby consents to the jurisdiction of such courts !(and of the appropriate appellate 
courts ther~f1 ) in any such suit, action or proceeding and irrevoc~bly wah•es, to the fullest e>-."tent 

• : I !! 
· i .1 
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pennitted by law:, any objection which it may 110w or hereafter have to ftJe laying of the venue of any such 
suit, action or proceeding in any such court or that any such suit, action ~r proceeding which is brought in 
any such court has been brought in an inconvenient forum. Process in a:il~y such suit, action or proceeding 
may be served on any party anywhere in the world, whether within or w#hout the jurisdiction of any such 
court. Without limiting the foregoing, each party agrees that service of ~rocess on such party as provided 
in Section: 10.01 shall be deemed effective service of process on such paijty. 

:I 
SECTION 10.08. Waiver of Jury Trial. EACH OF THE PARTIES HERETO HEREBY 

fRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAI1 BY JURY IN ANY LEGAL 
PROCEEDING ARISING OUT OF OR RELATED TO njs AGREEl\fENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. J 

. 'i 
SECTION 10.09. Counterparts; Etrectivene68. This Agreem.$t may be signed in any number 

of counterparts, each of which shall be an original, with the same effe~ as if the signatures thereto and 
hereto were upon the same instrument This Agreement shall become ~ffective when each party hereto 
shall have received counterparts hereof signed by all of the other parties j~ereto. :, 

SECTION 10.10. Entire Agreement. This Agreement (inclu~ing the Exhibits and Schedules 
hereto) and the Confidentiality Agreement constitute the entire a~ment between the parties with 
respect to the s11bject matter of this Agreement and supersede all prio~; agreements and understandings, 
both oraf and written, between the parties wjth respect to the subjec~ matter hereof and thereof. This 
A grcement shall be binding upon and inure solely to the benefit of eac~ party hereto and nothing in this 
Agreemept~ express or implied, is intended to confer upon any other Perii:on any rights or remedies of any 
nature whatsoever under this ~ment. Notwithstanding the foregoin! and any other provision. of this 
Agreeme,nt to the contrary, any of the Indemnitees (as defined in Sectio~~ 6.05 hereof) and the Executives 
and Company's officers pursuant to Section 6.06 shall be entitled to e¥orce the provisions of Sections 
6.05 or 6.06 hereof. Acquiror shaH pay, at the time they are incurreij, all reasonable costs, fees and 
expense5. of one firm of counsel of the Indenl.nitees:, the Executives or tf1e Company's officers incWTed in 
connection with the assertion of any rights on behalf of the Person set f~~ above pursuant to this Section 
10.10. i! ·, 

herem•!~';!~~~!:!;:1~oiv"!~e:~i ~0:r:::'00:.~~::~:~~b.;k~';~;:5~;:~:~::~- --,--,---,----,-,--
interpretation hereof. For purposes of this Agreement, the partjes agr&e tha.t: (a) any provision of any 
contract to which the Company or any Subsidiary is a party to the efl!~ct that the contract may not be 

· assigned by the Company or Subsidiary without the other party's consei shall be construed not to require 
such consent in connection with the consummation of the Merger, ~less the provision specificaJJy 
requires consent in connection with a merger; and (b) any provisio~ of any contract to which any 
Subsidi¥Y. of the Company is a party that provides for termination of- a change in its terms upon the 
occurrence of a change of control of the Subsidiary shall be construd:I not to require such consent in 
connection with the consummation of the Merger. ;! 

I 

;SECTION 10.12. Severability. If any term, provision, covenruift or restriction of this Agreement 
is held by a court of competent jmisdiction or other authority to be itflvalid, void or unenforceable, 1he 
remainder of the tenns, provisions~ covenants and restrictions of this Agreement shall remain in full forc·e 
and eff~ct and shill in no way be affected, impaired or invalidated ~:O long as the economic or legal 
substance of the tfansactions .contemplated hereby is not affected in anyi!manner materially adverse to any 
party. t]pon such a· determination, the parties shall negotiate in good faifu to modify this Agreement so as 
to effect the=original intent of the parties as closely as possible in an ac!.~epta.ble manner in order that the 
transactions contemplat.ed hereby be consummated as originally cdntemplated to the fullest extent 
possible. 1 
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[N WITNESS WHEREOF, the parties hereto have caused thH; AgTeement to be duly executed by 

their respective ~uthorized officers as of the day and year first above ~tten. 
,i 
J 
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U.-Tnll.TrrTT'n~ /1 IADD .l.''U~"U.J.U.1.U:J,INC., 

By~ ~ 
•' jt' 

1' 

'! 
'I 

i/ 
LA-Z-BOY INCORPORA1ED 

ii 
•! 
·' 

By _________ ~--------

Its ______ ~-------
:; 

il 
LZD ACQUISITION CORJ?. 

1 
ii By ________ __.'--------

Its _____ _. _______ _ 

1! 

11 
,: 

ii 
:! ·, 

:I ·, 
f; 
y 
:1 

:j 
I 
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IN WITNESS WHEREOF 1 the parties hereto have caused thii! Agreement to be duly executed by 

their respective authorized officern as of the day and year first above vP,ritten. 
11 • 
:1 
'I 

~ LADD FURNITURE, INC. I 

.i 

~I 
By ;i 

Its ________ ~-------

~., 

By_~~::=:..=-...!~~~....L...:.~4--=-=--~J--
" ~ ,i 

Its_+7~~~~_;,~.::;._:.J'i:..r.~~ .. :::.:~"------=---
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AMENDMENT NO. 1 TO JI 

AGREE~IENTANDPLANOFME~GER 
. ii 

~046 

II 
•I 

AMENDMENT NO. l TO AGREEMENT AND PLAlN OF MERGER dated as of 
December 13, 1999 among LAJ?D FURNITURE, INC., a!r North Carolina corporation 
(the "Company"), LA-Z-BOY INCORPORATED:, a Michi!fl\ corpo~ation ("Acquiror,,)., 
and LZB ACQUISITION CORP . ., a newly-formed Michig'1 corporation and a wholly­
owned first-tier subsidiary of Acquiror ('CMerger Subsidiary'?-

WHEREAS, Acquiror, Merger Subsidiary and the !company are parties to an 
Agreement and Plan of Merger dated as of Septembe:h4 28, . 1999 (the '\Existing 

~ Agreement"); and !i 

WHEREAS, the parties wish to amend the Existing AJeement as provided below; 
. ~: 

NOW, THEREFORE, in consideration of the pr~mises and the respective 
representations, warranties, covenants, and agreements sr~t forth herein and in the 
Existing Agreement, the parties hereto agree as follows: j · 

1. Amendment of Existing Agreement. Effecti'1ie as of September 28, 1999, 
the Existing Agreement is hereby amended as follows: \j 

1.1 Section 1.02(a)(iii). Section 1.02(a){iii) is 1~mended to read in its 
entirety as follows: 

('iii) each Share outstanding immediately prior to the i)Effective Time shal1 7 

except as otherwise provided in Section l.02(a)(i), be comrrted into the right to 
receive 1.18 (the "Exchange Ratio.,} shares of fully pa¥ and nonassessable 
common stock, $1.00 par value, of Acquiror ("Acquiror Coipmon Stock")-

, ---· ti 1:-i·,c":se-cmm-c:,1:02(c}:SecfiorfT~02(cJ 1S ·am:enaea·~o'reaifiii'its'eiitirefy·as·· . ., .. ., ....... •····· 
follows: . .! 

!' 
( c) From and after the Effective Time, all Sha.res co+,erted in accordance 

with Section 1.02(a)(iii) shall no longer be outstanding and ~all automatically be 
canceled and retired and shall cease to exist, and each hplder of a certificate 
representing any such Shares shaJI cease to have any rights!;with respect thereto, 
except the right to receive the Merger Consideration (a+. defined below), as 
applicable, an_d any dividends payable pursuant to Section 1 ~03(f). From and after 
the Effective Time, all certificates representing the com~on stock of Merger 
Subsidiary shall he deemed for all purposes to represent th~ number of shares of 
common stock of the Surviving Corporation into which thq!)! were converted in 
accordance with Section l .02(a)(ii}. ~ 

11· 

1..3 Section 1.04. Section 1.04 is amended to jread in its entirety as 
" follows: ;: 

SECTION 1.04. Stock Options. (a) At the E~~ective Time, each 
·~utstanding option fo purchase Shares (a "Company Sto~k Option") granted 
under the Company's plans identified in Schedule 1.Q!4 (collectively, the 

!~ 
Ii 
!, 
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·'Company Stock Option Plans"), whether vested or not vel~ted, shall be deemed 
assumed by Acquiror and shall thereafter be deemed to c imstitute an option to 
acquire. on the same terms and conditions as were a plicable under such 
Company Stock Option prior to the Effective Time, the n~lmber (rounded up to 
the nearest whole number) of shares of Acquiror CommoriStock detennined by 
multiplying (x) the number of Shares subject to such C~pany Stock Option 
immediately prior to the Effective Time by (y) the Exchan!f:e Ratio, at a price per 
share of Acquiror Common Stock (rounded up to the nearei whole cent) equal to 
(A) the exercise price per Share otherwise putohasa1::fie pursuant to such 
Company Stock Option divi~d by (B) the Exchange Ratip; provided, however,. 
thac in the case of any Company Stock Option to which Set:tion 422 of the Code 

I 
applie~, the adjustments provided for in this Section shall bf. effected in a manner 
consistent with the requirements of Section 424(a) of the qode. In addition, prior 
to~-the Effective Time, the Company will make any amenqjments to the tenns of 
such stock option or compensation plans or arrangemai~ that a:re necessary to 
give effect to the transactions contemplated by this S~tion. The Company 
represents that no consents are necessary to give effe4t to the transactions 
contemplated by this Section. j 

i.4 Section 1.10. Section 1.10 is deleted in its e~tirety. 
~ 

1.5 Section 8.02. The introductory paragral?h of Section 8.02 ts 
amended to read in its entirety as follows: :I 

r, 
SECTION 8.02. Conditions to the Obligations of A,..cquiror and Merger 

Subsidiary, The obligations of Acquiror and Merger Sub~idiary to consummate 
the Merger are subject to the satisfaction (or, to the exte-ht legally permissible> 
waiver, except that-the condition specified in subsection (#) may not be waived) 
of the following further conditions: i: 

I! 
1.6 Section 8.02(e). Section 8.02(e) is amendecho read in its entirety as 

I! 

fo.Uows: .-----:-c~ -~- -~--- Ii .. -···········•··, .. ,.c;·c·····,·,·•····•-··•-.-·~-c·c···,·,"CterAcqufror sfia11··11ave recelved. an'opiriiori0 of Mil~er, ··caiifie]d:·P;dd~~k~·c--
and Stone, P .L.C. as to federal income t.ax matters that is i~entical in all material 
respects to the opinion of that finn which is deiribed in the proxy 
statement/prospectus included in the Form S-4 at the tirnc~ /the Form S-4 becomes 
effective. In rendc!ring such opinion, such counsel shall ~ entitled to rely upon 
certain representations of officers of Acquiror and thelr·Company reasonably 
requested by counsel, including without limitation those cbntained in certificates 
substantially in the form attached ns Exhibits B~ 1 and B•2;!/ 

1:, 

1. 7 Section 8.02(g) .. Secti9n 8.02(g) is amende~~ to read in its entirety as 
follows; !' 

I 
. (g) the parties shall have received all required aptffrovals and third party 

consents under the contracts listed on Schedule 3.04; and :l 
r 

1.8 Section 8.03. The introductory paragra1>h of Section 8.03 is 
amended to read in its entirety as follows: 'i ,. 

SECTION 8.03. Conditions to the Obligations ~f the Company. The 
obligation of the Company to consummate the Mer~er is subject to the 
satisfaction ( or, to the extent legally permissible, w~iver1 except that the 
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condition specified in subsection (b) may not be waived) o/'Z the following further 

I conditions: ~ 

1.9 Section 8.03(b). Section 8.03(b) is amendfl to read in its entirety 
as follows: h ,. 

(b) the Company shall have received an opinion oflQ:Upatrick Stockton LLP 
as to federal income tax matters that is identical in all ~terial respects to the 
opinion of that firm which is descri~ed in the prox~{ statement/prospectus 
included in the Fonn S-4 at· the time the Fonn S--4 l,ecomes effective. In 
rendering such opinion, such counsel shall be entitled ho rely upon certain 
representations of officers of Acquiror and the Company rt4asonabJy requested by 
counsel, including Without limitation those contained in c¥ficates substantially 
in the fonn attached as Exhibits B-1 and B-2; and 1! 

1.10 Exhibit B-1. Exhibit B-1 is hereby $mended to read in its 
entirety as set forth in Exhibit B-1 to this Amendmen+i 

1.11 Exhibit B-2. Exhibit B-2 is hereby '1nended to read m its 
entirety as set forth in Exhibit B-2 to this Amendmen{ 

. !, 
-: 2. Ratification of Agreement. The Existing Agfeement, as amended by this 

Amendment, is hereby ratifie~ confirmed,· and acknowledJed to be and remain in full 
force and effect. ~ 

,: 
3. Counterparts; Effectiveness. This Amen?1~ent may be signed in any 

number of counterparts, each of which shall be an original~ lflvith the same effect as if the 
signatures thereto and hereto were upon the same instruD:,ent. This Amendment shall 
become effective when each party hereto shall have receivJ:l counterparts hereof signed 

II by all of the other parties hereto. ~ . 
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IN WITNESS WHEREOF, the parties hereto have caJsed this Amendment to be 

duly ex.ecuted by their respective authorized officers as of t(~e day and year first above 
written. ~ 

. • 

~ 
,: 

LADD FUR11tllTURE, INC . 

I 

LA-Z-BOY ~CORPORATED 
!1 

By li.niu l. ~ 
Its Prtsident & ChJ,ef Opera ting 

li Officer 
~ 

LZB ACQuisITION CORP. 
': 




